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INVESTMENT COMPANY ACT OF 1940 
Release No. 9916 / September 1, 1977 


Sales Literature For Mutual Funds 


AGENCY: Securities and Exchange Commission 


ACTION: Amendment to Statement of Policy 

SUMMARY: The Commission amends its Statement 
of Policy governing mutual fund sales literature to 
allow certain additional charts and tables reflecting 
compound rates of total return and adopts an 
interpretive letter procedure under which the staff 
can express its opinion relative to the proposed use of 
charts and tables not included in the Statement. 
These actions are taken in order to update the 
Statement and give mutual funds more flexibility in 
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Adoption of amendments regard- 
ing disclosures by commercial 
and industrial companies of in- 
vestments in marketable securi- 
ties and other security invest- 
ments. 


Procedure to be followed by trans- 
fer agents registered with the 
Commission in withdrawing from 
registration. 





the development of sales literature. The use of the 
new charts and ‘tables should make available to 
investors more meaningful and comparable measures 
of mutual fund performance. The Commission is also 
requesting comments on certain proposed changes in 
the requirements relating to charts and tables 
currently authorized by the Statement. 


EFFECTIVE DATE OF AMENDMENT: _Immediate- 
ly. Comments must be submitted on or before 
October 31, 1977. 


SEC DOCKET/1 





ADDRESSES: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. All material should be designated 
‘*Program to Revise the Statement of Policy,’’ File 
No. $7-537. Such communications will be available for 
public inspection at the Commission’s Public Ref- 
erence Room, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


FOR FURTHER INFORMATIQN CONTACT: 

Gene A. Gohlke, Division of Investment Management, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 (202-755- 
1815). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of an amendment to its Statement of Policy 
(‘‘Statement’’) (Statement of Policy adopted by the 
Commission August 11, 1950, and amended January 
31, 1955, November 5, 1957 and May 19, 1975 [15 FR 
5469 as amended 20 FR 793, 22 FR 8977 and 40 FR 
21711]) governing sales literature of investment 
companies. The amendment adds to the charts and 
tables currently described in the Statement as not 
misleading charts and tables which portray invest- 
ment results on a total return basis. Two of the charts 
added to the Statement by the amendment are re- 
visions of charts included in a proposed amendment 
to the Statement published on November 4, 1974 
(Release No. 33-5537 and IC-8571, 39 FR 40789): a 
third chart and a table were considered independent- 
ly. In addition, the Commission is requesting com- 
ments on whether the use of the new mountain chart, 
Sample Chart E, should be made mandatory in 
conjunction with the use of any other chart currently 
allowed by the Statement. and whether the time 
period portrayed in any existing Statement chart or 
table should be limited to the most recent ten years 
unless specific commission approval to use a longer 
time period is obtained. 


In addition to expanding the number of presentations 
described in the Statement, the Commission an- 
nounced that the staff of the Division of Investment 
Management would respond to interpretive requests 
relating to the use in investment company sales 
literature of presentations not‘discussed in the 
Statement of Policy. 


Revision and Adoption of Portrayals Previously Pro- 
posed 


In contrast to the proposed amendment, the amend- 
ment to the Statement contained herein applies only 
to mutual funds and not to variable annuities. In 
addition, this amendment adds three new formats for 
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displaying investment results on a total return basis, 
one of which must be used whenéver any of the tota 
return charts herein adopted is used, and establishe 
a procedure that is designed to introduce flexibility to 
and adaptability of the content of the Statement. 


The Statement sets forth the respects in which the 
Commission considers that literature used in connec- 
tion with the sale of investment company shares may be 
misleading and violate the standards of the securities 
laws which, generally speaking, provide that it shall be 
unlawful to offer or sell securities by means of any 
untrue statement or omission of a material fact or by 
any fraudulent or deceitful practice or device. Initially 
published in 1950, the Statement was last amended in 
1975. 


The current Statement does not permit, in using the 
mountain chart illustrated therein, the display of 
investment results on a total basis or the measure- 
ment of these results in terms of a compound rate of 
total return. Neither has the use of semi-logarithmic 
charts nor the display of investment results on a 
fund-price-high to fund-price-low basis been ap- 
proved. Furthermore, the Statement does not provide 
for the presentation of investment results in summary 
form during successive periods of less than ten years. 


Reasons for the Amendment to the Statement 








| 


An investor considering the purchase of mutual un : 


shares might benefit from the inclusion in sales 
literature of standardized charts of past investment 
results in a semi-log format, based on the total return 
earned (net investment income plus capital appreci- 
ation) and displayed on an annual fund-price-high to 
fund-price-low basis. An investor may also benefit 
from studying the changes in total value of an invest- 
ment from period to period as shown in a mileage chart 
or in successive period tables. These innovations, and 
others contained in the new charts and tables, could 
help investors better to understand and evaluate past 
returns, risks and costs of mutual funds, and thus 
provide an efficient means of conveying information 
about the principal service investment companies 
provide to the investing public. 


The Charts as Originally Proposed 


Under the amendment as originally proposed, the 
investment results of mutual funds could have been 
portrayed on Sample Charts E and F. Chart E, a 
mountain chart in a semi-log format, had both a 
cumulative growth scale and an actual investment 
results scale. The cumulative growth scale was based 
on continuously compounded rates of return. Invest- 
ment results were.plotted on a yearly market-high to 
market-low basis using the Standard and Poor’s 
Composite 500 Stock Index (S&P 500) as the market 

















index. The S&P 500, on a totai return basis,’ was also 

@:2 on Chart E in order to give investors some 
indication of variations in the value of the investment 
in comparison to the market index. Fund investment 
results, both before and after fund expenses. were 
displayed in terms of capital appreciation and 
investment income. The base line of the chart was 
drawn at the net amount invested (gross investment 
minus sales load). The year-by-year summary of 
results tabulated at the base of Chart E was in terms 
of continuously compounded rates of return. Chart E 
portrayed the ten most recent years of a fund’s 
existence or its life if less than ten years. 


Chart F portrayed in a bar chart format the year-by- 
year total returns for the fund and the S&P 500, side- 
by-side, over the most recent ten-year period along 
with the ten-year average compound rate of return for 
the fund. The chart also indicated by means of per- 
centages the relative effects of capital appreciation and 
net investment income on returns as well as the effects 
of fund expenses and sales charges on the ten-year 
average return. Also included at the base of Chart F 
was a year-by-year listing of the average assets of the 
fund. The use of both Charts E and F would have been 
required whenever fund performance on a total return 
was portrayed. 


@ Charts E and F as Adopted 

Charts E and F as adopted are based upon the total 
return concept and show compound rates of return. 
However, several changes have been made in the 
format and content of the charts. 


Chart E 


Sample Chart E, set forth and described further in 
the Appendix, presents a continuous record of the 
results of an investment in a mutual fund on a total 
return basis. It continues the use of the semi-log 
format in order to allow accurate visual comparison 
and interpretation of results. It graphically illustrates 
investment results only in terms of changes in the 
dollar value of a sample investment. The cumulative 
growth scale has been deleted. Rather than requiring 
comparison of fund performance to that of the S&P 
500, the chart makes optional comparison of fund 
performance to that of an appropriate index on a total 
return basis. Because the use of an index is optional, 
the presentation of fund results on a yearly fund- 
price-high to fund-price-low basis was substituted for 
the market-high to market-low basis. Fund results 
continue to be displayed in terms of capital appreci- 
ation and investment income so as to call attention to 
the variations in each component and the relative 
effect of each on the total return. The line represent- 
& ing fund total returns before fund expenses has been 
eliminated in order to simplify the chart. The primary 


base line (horizontal axis) of the chart has been 
redrawn at the $10,000 level, the amount of the 
original investment, rather than at the $9,150 level, 
the amount of the net investment, in order to give 
more emphasis to the effect of the saies charge on 
the total return. The use of a uniform period--the 
most recent ten years or the life of the fund if 
shorter--and uniform dimensions is continued so as to 
promote comparison of results among different funds 
and to minimize the possibility of distortion. Fund 
performance is shown in a tabular format at the base 
of Chart E in terms of both dollars and percentages. 
The percentages represent annual rates of return 
except for the 10 year averages which represent 
average, annually compounded rates of return. 


Chart E may be presented alone and must be presented 
whenever any other chart portraying fund perfor- 
mance on a total return basis is presented. 


In summary, Chart E is designed to permit investors to 
make meaningful visual interpretations of the past 
performance and current cost of an investment in a 
fund and to facilitate the comparison of such results 
from fund to fund. 


Chart F 


Sample Chart F, set forth and described further in the 
Appendix, portrays the same investment results as 
are portrayed in Chart E utilizing a bar graph of 
year-by-year total returns for the fund and an 
appropriate index, side by side, over the most recent 
ten-year period along with the ten-year average 
annual compound rate of return for the fund. The 
chart is drawn on a semi-log scale in order that equal 
do!lar changes, both plus and minus, in the value of the 
investment are represented by bars of equal length. 
The use of an appropriate index on a total return 
basis is optional. This change was made because the 
S&P 500 may not be a suitable basis of comparison 
for all funds. Average annual compound rates of 
return have been substituted for continuously com- 
pounded rates of return. The chart continues to show 
the relative effects of capital appreciation and net 
investment income on returns as well as the effects of 
expenses and sales charges on the annual and 
ten-year average returns. A line showing the percen- 
tage of annual fund expenses applicable to the $10,000 
investment has been added. This line of percentages 
replaces the portrayal of fund expenses on Chart E. 
The line representing average annual assets of the fund 
has been eliminated. 


Presentation of annual variations in the fund’s return 
should assist investors in distinguishing the average 
rate of return for a mutual fund which varies from year 
to year from the rather constant return available from a 
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savings account or a fixed-income security. Contrasting 
the annual variations with the ten-year average rate 
should emphasize the potential differences in the 
annual returns with the average return over a longer 
period of time. Breaking the return into its componet 
parts allows investors to distinguish between results 
obtained from income and capital appreciation and 
allows them to make their own evaluation of the 
variability of each source. The chart also more clearly 
illustrates the impact of costs and expenses on the total 
return. Comparing the annual returns with the index, if 
used, would also give some indication of how fund 
returns are related to market fluctuations. 


Sample Chart F must be accompanied, in the same 
piece of sales literature, by Sample Chart E. 


Additional New Charts and Tables 


In addition to Sample Charts E and F discussed above, 
the Commission has amended the Statement to include 
Sample Chart G, a ‘‘mileage’’ chart and variants 
thereof. While Chart G has not been exposed for public 
comment, it is based on the same total return concept 
as used in Sample Charts E and F and expands the 
alternatives available to investment companies for 
portraying their investment results on a total return 
basis. 


Mileage Chart 


Sample Chart G [set forth and described further in the 
Appendix] is called a “mileage” chart because it has 
the format of the familiar mileage chart on a road map; 
_it portrays the results of a$10,000 investment on a total 
return basis (reinvestment of dividends and distribu- 
tions) for any investment period or successive periods 
(in years) for a maximum of the most recent ten years or 
the life of the fund if shorter. From this chart, an in- 
vestor can determine the value of a $10,000 investment 
at the end of any number of years within a ten-year 
period by looking at the appropriate column or row. For 
example, the investor could ascertain investment 
results for each three-year period, each five-year period 
or each seven-year period during the last ten years. The 
figure at the bottom of each column represents the 
‘value of a $10,000 investment at the end of the most 
recent year for each of ten possible different periods of 
time beginning with the year listed at the top of the 
column. The mileage chart must be accompanied in the 
same piece of literature by Sample Chart E and Sample 
Table 5 which is described below. 


Successive Period Table[s] 


Sample Chart G described above shows the investment 
results for every successive period for a maximum of 
the previous ten years. So, for example, from Chart G it 
is possible to determine the value of a $10,000 
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investment at the end of each five-year period for six 
successive periods and at the end of each eight-yea 
period for three successive periods. As an alternative ‘® 
showing an investment company’s results for every 
possible successive period during the most recent ten 
years, a fund may select certain successive periods 
such as every five years or every eight years and show 
in an appropriate tabular format the results of a $10,000 
investment for only the selected successive periods. If 
only selected successive periods are illustrated, every 
period within the successive period(s) selected must be 
shown on the table. 


The length of the successive periods used could be any 
number of whole year periods from one year to ten 
years and any number of different successive period 
tables can be used. The successive period tables must 
be accompanied in the same piece of sales literature by 
Sample Table 5 which is described below. 


Table to Accompany the Mileage Chart and Successive 
Period Tables 


In order to make the use of mileage charts and 
successive period tables not misleading and also to 
provide persons using such charts and tables with 
detailed data on the components of total return, a table 
similar to Sample Table 5 (set forth and described 
further in the Appendix) must accompany, in the same 
piece of sales literature; the mileage chart ~@ 


successive period tables. 

Sample Table 5 portrays for the entire period covered, 
on either the mileage chart or successive period 
table(s), the components of the investment value.at the 
end of each year. The components identified are 1) the 
initial $10,000 investment, 2) capita! gains cistributions 
reinvested, and 3) dividends reinvested. The total value 
of these components at each year-end should equai the 
total value of the investment at that time. Knowing the 
year-by-year details should give investors a better 
understanding of how the three components change 
from year to year both relatively and in_ total. 
Furthermore, by comparing the value of the three 
components for the most recent year to the line on the 
table entitled ‘‘Cost plus actual amounts available for 
distributions and dividends,’’ an investor can deter- 
mine how much the initial investment, capital gain 
distributions and dividends have increased or de- 
creased through investment or reinvestment in the 
fund. 


Even though in Sample Table 5 dividends reinvested 
each year are not shown as being added to the initial 
cost of the investment, the total amount of dividends as 
well as the total amount of capital gains distributions 
that could have been received in cash are shown in the 
last row of the table. Both the reinvested aistriubtions @ 
and dividends are then added to the initial cost of the 




















investment to obtain a total ‘‘amount invested’’ figure 

gainst which the total value of the shares can be 
ompared. Thus, Table 5 shows in total, for both 
distributions and dividends, what current Statement 
tables show on a yearly basis. 


Sample Table 5 can be presented independently of any 
other chart or table. Sample Table 5 can portray at a 
maximum the most recent ten years or life of the fund if 
shorter. 


Location of Sample Charts and Tables in Prospectuses 


In addition to their use in sales literature, one or more 
of Sample Charts E, F or G, the successive period 
tables, and Sample Table 5 may also be used in 
prospectuses. If the charts and/or tables are used in 
prospectuses, they may be located anywhere in the 
prospectus but in such a way so as not to obscure or 
detract from other portions of the prospectus. 


Procedure for Interpretive Letters 


While the Statement carefully conditions the use of the 
various charts and tables illustrated therein, it does not 
proscribe the use of alternate presentations not 
discussed in the Statement, but states tr.at ‘‘Persons 
using other charts and tables must assume respon- 


@:” that they are not materially false or mislead- 


ing.’’ Nevertheless, the use of charts and tables has 
been, as a practical matter, almost completely 
restricted to those illustrated in the Statement. We 
believe that this restriction prevails because of the 
policy of the Commission staff in the past not to issue 
opinions that presentations not specifically included in 
the Statement were not misleading and the reluctance 
of the industry to use novel presentations without some 
indication from the Commission or its staff that the 
presentation was considered not misleading. Such a 
situation can easily result in the failure of investment 
companies to develop and use to their legitimate 
advantage new, and possibly better, charts and tables 
which are not misleading. 


In order to assist the industry in its effort to develop 
and use non-misleading novel presentations, the 
Division of Investment Management will respond to 
requests for interpretive positions relating to presenta- 
tions of investment comnany results not discussed in the 
Statement. While this procedure is being established in 
order to make non-misleading presentations available 
for use more quickly than would be the case if an 
amendment to the Statement were required for each 
new chart or table, such submissions will be given full 
consideration by the staff and it is expected that the 
NASD will be consulted. It is anticipated that any such 
new presentations may be subject to conditions, one of 
which may be the inclusion of Chart E in order to 





maintain comparability among investment companies. 
Moreover, the Division anticipates that, because the 
Statement extensively describes the presentations 
included therein and the conditions under which they 
may be used, favorable responses wiil not ordinarily be 
given in the case of modifications of the charts and 
tables included in the Statement. All letters requesting 
an interpretive position pursuant to this procedure 
should include a statement by the sender that he does 
not object to the request and the reply thereto being 
made public immediately upon the issuance of the 
reply. 


Appended to this Release is the text of the amendment 
to the Statement and the Sample Charts and Tables the 
use of which is permissible under the amendment. 


Request for comments on proposed changes to the 
requirements for Charts and tables currently auth- 
orized by the Statement 


In connection with its consideration of the total return 
charts and tables being adopted by this Release, the 
Commission considered the length of the time period 
that should be portrayed in these charts and tables. 
Among the points considered by the Commission as 
warranting a ten-year limitation were the following: 


1. The average individual investor does not appear to 
retain his investment in a fund for more than ten! 
years, and 


2. The economic environment, events, and fund 
management that existed more than ten years ago may 
not be similar to the current circumstances of the fund. 


On the basis of these considerations, the Commission 
determined that the total return charts and tables 
should be limited to a maximum of the most recent ten 
years or life of the fund if shorter.” 


The Commission is also considering, for the same 
reasons, limiting the maximum time period that could 
be portrayed on charts and tables currently approved 
by the Statement to ten years or the life of the fund if 
shorter. 


The Commission recognizes, however, that an argu- 
ment could be made that charts and tables showing 





1While it is difficult to compute a precise figure for the 
length of time the average individual investor remains in- 
vested in a fund, the staff estimates that the average per- 
son retains his investment in a mutual fund for approxi- 
mately ten years. 


Currently, charts and tables approved by the Statement 
can portray periods of time up to the life of the fund. 
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periods in excess of ten years may not be misleading in 
all situations. For example, the sales effort of a mutual 
fund might be directed toward pension funds or other 
institutions whose investment horizon may reasonably 
be assumed to be in excess of ten years. For these 
exceptional situations, two approaches are possible. On 
the one hand, standards might be developed approving 
the use of periods greater than ten years in specified 
circumstances. On the other hand, the Commission 
could consider whether specific charts and/or tables 
that exceed the ten-year limitation are misleading on an 
individual request basis. Under either approach, the 
circumstances which would make a chart or table 
portraying a period in excess of ten years not 
misleading would have to be such as to make 
inapplicable the two basic reasons on which the 
Commission based its general ten-year limitation. 


The Commission in its consideration of the total return 
charts decided that Sample Chart E, the mountain 
chart, should accompany, in the same piece of sales 
literature, Sample Charts F and G in order to obtain a 
greater degree of uniformity and comparability among 
funds in their presentations of performance on a total 
return basis and in order to make Charts F and G not 
misleading. The Commission is also considering 
whether Sample Chart E should accompany, in the 
same piece of sales literature, any of the charts 
currently approved by the Statement in order to make 
such charts not misleading and both to achieve greater 
comparability among funds and to show performance 
on a total return basis whenever any performance chart 
is used. 


Interested persons are requested to submit their views 
and comments on the proposals to: 


1) limit the time period portrayed in existing Statement 
charts and tables to a maximum of the most recent ten 
years, 


2) find that certain charts and tables which exceed the 
ten-year limit are not misleading, and 


3) require the use of Sample Chart E in conjunction 
with the use of any other performance chart approved 
by the Statement. 


In order to provide further guidance for the inclusion of 
1977 fund operating results in charts and tables which 
may be used in 1978 sales literature and prospectuses, 
the Commission intends to publish its definitive views 
on these three proposals before the end of the current 
calendar year. Accordingly, the Commission does not 
contemplate any extension of the comment period. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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AMENDMENT TO THE STATEMENT OF POLICY 


It will be considered materially misleading hereafter io 


sales literature— 


(a) To represent or imply a percentage return in the 
shares of an investment company except in accordance 
with paragraph (t) or unless based upon— 


* * * * * 


(b)(1) To combine into any one amount distributions 
from net investment income and distributions from any 
other source except in a manner consistent with Sample 
Charts E, F and G, successive period tables and Sample 
Table 5. 


ae 
6 mea 


(i) The text, graphic detail and arrangement of any 
such chart or table should be substantially as shown on 
Sample charts A, B, C, D, E, F, G and Sample Table 5 
in the Appendix, whichever is applicable. 


* * * * * 


(j)(8) Approved charts and tables patterned after Charts 
A, B, C, and D and Tables 1, 2, 3 and 4 should conform 
with the following: 


* * * * * 


(j)(4) Approved charts patterned after Charts E and F 
should conform with the following: 


(i) If the life of the fund is less than 10 years, the 
maximum number of complete calendar years available 
should be used and the average compound return over 
the period covered should be used instead of the 
ten-year average compound return. 


(ii) The visual presentation on Chart E may be 
extended to cover a portion of the current calendar year 
by means of an overlay which would cover the figures 
for the investment results which appear on the right 
hand side of these charts. The extensions should be 
plotted as straight lines starting with the values at the 
end of the last complete calendar year and ending with 
the most recent values. 


(iii) The dates of the intermediate fund highs and lows 
during the year needed in constructing Chart E should 
be determined in reference to the net asset value per 
share of the subject fund. 




















(iv) The results of an investment of other than $10,000 
may be portrayed on charts similar to Charts E and F 
provided that they are accompanied by Chart(s) E and F 
portraying a $10,000 investment. 


(v) If the sales charge for a fund has changed, the most 
recent charge, if any, applicable to an investment of 
$10,000 and the reinvestment of dividends should be 
portrayed on Charts E and F for the entire period 
covered. 


(vi) The investment results portrayed can be based on 
either a calendar or fiscal year so long as the calendar of 
fiscal year base is used consistently. 


(vii) Distributions of both net investment income and 
capital gains that are to be reinvested in fund shares 
should be assumed to be reinvested at the net asset 
value per share on the dates such distributions took 
place. Any sales charge levied on reinvested net 
investment income should be considered in computing 
the number of shares purchased. 


(viii) The results of a single investment of $10,000 in a 
mutual fund may be portrayed on a chart substantially 
similar to Chart E which contains the following 
information: 


A. The growth of the investment in dollars on a total 
return basis showing both the -growth due to net 
investment income (after -fund expenses) and the 
growth due to capital appreciation, plotted on a 
semi-logarithmic scale on an annual fund-price-high to 
fund-price-low basis over the most recent ten calendar 
years; 


B. The chart should clearly differentiate by means of 
separate markings the cumulative effects of capital 
appreciation, net investment income and capital 
appreciation and income needed to recover the initial 
sales charge. 


C. An appropriate index may be plotted using the 
fund-price-high and fund-price-low dates as the 
intermediate plotted points during each year. The index 
chosen should be appropriate considering the fund’s 
investment policies and objectives. Examples of 
indexes that may be appropriate include the S&P 500, 
New York Stock Exchange or American Stock Exchange 
Index, NASDAQ Index or an index of mutual fund 
performance. The Dow Jones Industrial Average will 
not be considered an appropriate index except in those 
cases where the fund’s portfolio is primarily invested in 
very large New York Stock Exchange listed equities. 
The figures for any index used should reflect the total 
return (both dividends and appreciation) on the index in 
order to be comparable to the total return figures of the 
fund. If an index is used, an appropriate second vertical 





scale should be added to Chart E or, alternatively, the 
index should be converted into dollar amounts. 


D. A year-by-year tabular summary of results in 
dollars disclosing end of year value of the investment 
and income during the year assuming income was taken 
in cash and end of year value of the investment 
assuming income is reinvested. 


E. A year-by-year tabular summary of results in 
percentages disclosing: 


a. The year-by-year total return and a_ ten-year 
average, annually compounded total return after 
expense deductions expressed as the sum of the returns 
due to net investment income before deduction of any 
sales charges on reinvested dividends and capital 
appreciation before deduction of any initial sales charge 
and any withdrawal charge; 


b. The effect of any initial sales charge on the first 
year’s total return; 


c. The effect on a year’s total return of any sales charge 
on reinvested dividends during the year; 


d. The effect of any withdrawal charge on the tenth 
year’s total return; and 


e. The effect of any sales and/or withdrawal charges 
on the ten-year average total return. 


f. The annual total return and the ten-year average 
total return after deduction of all sales charges. 


g. The Fund expenses applicable to the investment 
expressed as a percentage. 


(ix) The annual and the ten-year average annual rate of 
total return on a single investment of $10,000 in a 
mutual fund may be portrayed on _ semi-logarithmic 
chart substantially similar to Chart F which contains the 
following information: 


A. A bar graph presentation of the total returns after 
sales charges and expense deductions for each year 
over the most recent ten calendar years, side-by-side 
with the value on a total return basis, of an appropriate 
index. The use of a comparative index is optional. If an 
index is used, it should comply with the guidelines 
enumerated in paragraph (viii) C of this section. If 
indices are used in both Sample Charts E and F, the 
same index must be used on both charts. 


B. A bar graph presentation of the ten year average 
annually compounded total return expressed as the 
sum of the average compound return due to capital 
appreciation and the average compound return due to 
investment income, indicating the effects of fund 
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expenses and any sales charges on the initial 
investment and reinvested dividends (and any with- 
drawal charge) on the ten-year average compound 
return and highlighting the return after expenses and 
after the sales (and/or withdrawal) charges: 


C. The year-by-year tabular summary of results in 
percentages at the base of the chart should be 
constructed in accordance with the instructions 
contained in paragraph (j)(3)(viii) E a-g. 


(x) If Sample Chart F is used, it should be accompanied 
in the same piece of literature by Sample Chart E. 


(xi) For purposes of constructing Sample Charts E and 
F, the following definitions apply: 


A. Dates of the fund-price-high and fund-price-low 
during a year are, respectively, the days on which the 
per share net asset value of the fund was at its high and 
at its low during a year. 


B. Actual Investment Results Plotted on a fund-price- 
high to fund-price-low basis means that the values of 
the investment at year ends and at the dates of 
fund-price-highs and lows should be plotted on the 
chart and these values connected by straight lines. 


C. Actual Investment Results Scale is a logarithmic 
scale which is used to measure changes in the dollar 
value of the sample investment on Chart E. The Actual 
Investment Results Scale can be constructed using 
natural logarithms. Alternatively, the logarithmic scale 
on single cycle, semi-log graph paper may be used to 
construct the Actual Investment Results Scale. 


a. A radial line representing 10% annually com- 
pounded rate of return and plotted from the $10,000 
point on the Actual Investment Results Scale shall! not 
have more than a 25 degree angle with the horizontal 
axis ($10,000 level) of the chart. 


D. The Percentage Change Scale on Chart F is a 
logarithmic scale which is used to measure the annual 
percentage change in the value of the sample 
investment. The Percentage Change Scale can be 
constructed using natural logarithms. Alternatively, 
the logarithmic scale on single cycle, semi-log graph 


paper may be used to construct the Percentage Change 
Scale. 


E. The annual percentage changes on Sample Chart E 
and, if used, Chart F, should be calculated in the 
following manner: 


a. The net income return (after fund expenses) is the 
percentage calculated by dividing the gross cash 
dividends (before deducting any sales charge on 
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reinvested dividends) declared on the shares held in the 
sample investment during a year by the total value of 
the investment at the beginning of the year. For the 
year in which the initial investment is made, the value 
at the beginning of the year is the total amount invested 
($10,000). 


b. The appreciation return is the percentage calculated 
by dividing the total change in the value of the 
investment during a year minus the actual amount of 
dividends reinvested (gross dividends minus any sales 
charge) during the year by the total value of the 
investment at the beginning of the year. For the year in 
which the initial investment is made, the value at the 
beginning of the year is the total amount invested 
($10,000). 


c. The total return before sales charges is the sum of 
the net income return and the appreciation return for 
the year. 


d. The sales charge on the initial investment is the 
percentage computed by dividing the dollar amount of 
the sales charge by the total amcunt invested. 


e. The sales charge on reinvested dividends is the 
percentage computed by dividing the dollar amount of 
sales charges on dividends reinvested during the year 
by the value of the investment at the beginning of the 
year. For the year in which the initial investment is 
made, the value at the beginning of the year is the total 
amount invested ($10,000). These percentages would 
be shown only by those funds that have a sales charge 
on reinvested dividends. 


f. The total return after sales charges is the summation 
of items ‘‘a’’ through ‘‘e’’ above. The total return can 
also be computed by dividing the difference between 
the value of the investment at the beginning and end of 
each year by the value of the investment at the 
beginning of the year. 


For the year in which the initial investment is made, the 
value at the beginning of the year is the total amount 
invested ($10,000). 


g. The fund expense percentage is calculated by 
dividing the total fund expenses applicable to the 
shares held in the sample investment during the year 
by the value of the investment at the beginning of the 
year. For the year in which the initial investment is 
made, the value at the beginning of the year is the total 
amount invested ($10,000). 


F. The 10 year average compound return on Sample 
Chart E, and if used, Chart F represents annually 
compounded returns and the computations should be 
done in such a way that the components of the average 


——— 








compound return after sales charges. Both the average 


Q return when added together equal the ten year average 


compound income return and the average compound 
appreciation return should be computed using the full 
$10,000 invested and not the net amount invested. 


(j)(5) Approved charts patterned after Sample Chart G, 
total return successive period tables, and tables 
patterned after Sample Table 5 should conform with the 
following: 


(i) The investment results portrayed may be based on 
either a calendar or fiscal year so long as the calendar 
or fiscal year base is used consistently. 


(ii) Distributions of both net investment income and 
capital gains that are to be reinvested in fund shares 
should be assumed to be reinvested at the net asset 
value per share on the date such distributions took 
place. If a sales charge is levied on reinvested net 
investment income, such charge should be considered 
in computing the number of new shares purchased. 


(iii) If the sales charge for a fund has changed, the most 
recent charge, if any, applicable to an investment of 
$10,000 and the reinvestment of dividends should be 
used. 


(iv) The value at the end of each year of a single 
investment of $10,000 in a mutual fund on a total return 
basis may be portrayed on a chart substantially similar 
to Sample Chart G which contains the following 
information: 


A. The period shown is a maximum of the most recent 
ten years or the life of the fund if shorter. 


B. Acolumn for each year during the period covered 
showing the total value of the $10,000 investment at the 
end of the year in which the investment was assumed to 
have been made and at the end of every successive year 
thereafter up to the end of the most current year. 


C. A row for each of the periods included in the chart 
with the rows constructed in such a way that the dollar 
amount shown at the intersection of each row and 
column would represent the value of $10,000 invested 
at the beginning of the year listed at the top of the 
column and invested for the number of years indicated 
by the number of the row. 


D. Appropriate explanations of the rows and columns 
and how the rows and columns are to be used in 
interpreting the chart. 


(v) Where a chart patterned after Sample Chart G is 
used, the chart should be accompanied in the same 
piece of literature by Sample Chart E and a table 


substantially similar to Sample Table 5 described in 
subparagraph (v) of this subsection. 


(vi) As an alternative to using Sample Chart G which 
shows investment results for every possible successive 
period during a maximum of the most recent ten years, 
a table or tables may be presented which show total 
investment results for only selected successive periods. 
Such successive periods may be any period such as 
every five-year period or every eight-year period during 
the most recent ten years or life of the fund if shorter. 
Any whole number of years from one to ten may be 
used as the length of the successive periods. All 
successive period total return charts should conform to 
the following requirements. 


A. Every successive period of the length of the 
successive periods selected during the number of years 
included in the table should be shown in the table. 
Thus, for example, if five-year successive periods are 
selected, every five-year period within the period 
covered by the table should be shown. 


B. The table(s) should have a column for the successive 
periods included showing both the beginning and 
ending year of each successive period. 


C. The table(s) should have a column showing the total 
value of the investment at the end of each successive 
period listed. 


D. The table(s) should be accompanied in the same 
piece of literature by a table substantially similar to 
Sample Table 5 described in the following sub- 
paragraph. 


(vii) A table substantially similar to Sample Table 5, 
and covering the same number of years as are shown on 
Chart G and/or total return successive period tables 
should accompany Sample Chart G and total return 
successive period tables. Table 5 may be presented 
independently of any other chart or table. Table 5 
should contain the following information: 


A. Columns showing the value of a single $10,000 
investment at the end of each year by component and 
the total value of the investment at the end of each 
year. 


B. The numbers in the ‘‘Total Value of Shares’’ column 
should be the same as those shown in the first left hand 
total value column of the Sample Chart G (if used.) 


C. The last row of the table entitled ‘‘Cost plus actual 
amounts available for distributions and dividends’’ 
should show, respectively, the initial amount of the 
investment, the total amount of capital gains distribu- 
tions that could have been received in cash during the 
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total period illustrated, the total amount of income 
dividends that could have been received in cash during 
the total period illustrated. and the total of the three 
columns. 


D. If asales charge is levied on reinvested dividends, a 
note to the table should state the total amount of 
dividends actually reinvested after deduction of the 
sales charge. 
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E. If the table is used alone, it should cover the mos 
recent ten years or the life of the fund if shorter. » 


* * * * * 


(t) To represent or imply in sales literature a compound 
rate of total return on an investment in a mutual fund 
unless such representation is accompanied by charts 
substantially similar to Sample Charts E, F, G, 
successive period tables or Sample Table 5. 
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SAMPLE CHART F 
ILLUSTRATION OF TEN YEAR AVERAGE 8.2% TOTAL RETURN FOR XYZ FUND Yz > ( 
Ten Year Avorege Return Ove te Capital Appreciation v 


RES | Ten Year Average Return Due te Fund investment income Before Expenses 


Aaavel Total Fund Retums 
GH Anavel Changes in S&P $00 


MOTE: Results shown assume reinvestment of capital gains and dividends. {f capital gains 
end dividends ere net reinvested, results would be less than depicted. 





10 YR, AVERAGE TOTAL 











































































































Pencentace YEAR @Y YEAR FUNO RETURNS COMPARED WITH S&P 500, ON A TOTAL RETURN GASIS RETURN FOR FUNO 
Cuance 
aS 
35% 
2s 
25% 8.2% 
10 ye. Average 
rd Torel Return 
CS 
15% Average Annual 
Fund Expenses 
10% > 
sx 4.4 } 3 | 
_ 
‘ > 
2 | @le 
- & Econamic Effect 
of Sales Charge 
- 10% 
-15% 
-2% - 
=25% L 
10 yr. Average 
Compound Rate 
1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 of Rerum 
Income Retem 3.8% 3.8% 3.5% 4.3% | + 4.2% 4.1% 4.2% 4.9% 5.0% 4.9% 44% 
Appreciation 17.4 14.5 | (17.5) (2.1) 4.3 7.9 (9.6) | (20.1) 34,3 23.8 47 
Total Return ° - or o~- or or o - 
Before Slag 21.2% | 18.3% | (14.0%) 2.2% 8.5% 12.0% | (5.4%) (15.25) 39.3% 33.7% 9.1% 
rge ee ee 
Seles Cherge In 
(nitiel lavestment| (8.5) (.9) 
Total Retwm a 
After Seles 12.7% 8.2% 
Cherge 
Fund Expenses 3% 3% 3% 3% 4% 3% 4% A% 4% 4% 5% 


I/ Results shown do not take into account personal income and capital gains taxes. 


2/ Total return refers to the results available when dividends and capital gains 
dinwibutions are reinvested. 


Y/ Capital appreciation includes reinvested capital gains distributions and | 





appreciatinn/depreciation on reinvested income dividends, 
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i € SAMPLE CHART G 


Chart showing the Results of a Single Investment of $10,000 in the 
XYZ Fund on a Total Return Basis over any Investment Period during 
the Last Ten Years 


NOTE: Results shown assume reivestment of capital gains, and dividends. 
If capital gains and dividends are not reinvested, results would 
be less than depicted. 


Initial $10,000 investment made January 1, this year. Results reflect reinvestment 
of dividends and capital gains in additional shares 





1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 





Investment : 
period 1 $11,273 $10,976 $ 7,908 $ 9,501 $10,076 $10,396 $ 8,736 $ 7,801 $12,929 $12,450 
tells you 
the nae 2 13,328 9,352 8,103 10,306 11,290 9,795 7,346 10,851 17,357 
ber of 
years your 3 11,459 9,581 8,790 11,549 10,637 8,233 10,220 14,569 
mone 
remained 4 11,713 10,395 9,850 10,881 8,946 11,459 13,720 
invested 
5 12,711 11,647 9,281 9,152 12,445 15,386 
6 14,235 10,974 7,805 12,731 16,708 
7 13,467 9,229 10,857 17,092 
3 g 8 11,412 12,839 14,578 
9 15,899 17,237 These vertical columns show how a $10,000 
investment changed from year to year. 
1C 21,249 


Select any January during the last 10 
years as the starting point of your 
hypothetical investment, then look down 
the column of figures to see how the value 
of your investment would have changed 

over the years. 


Look along any horizontal 
row of figures to find 

the value of a $10,000 ——> 
investment at the end of 
any specific period 





The figures at the bottom of each colum 
show the value of a $10,000 investment on 
December 31, 1976 at the end of ten dif- 
ferent periods, These periods range in 
length from 10 years (the vertical colum 
on the left) to 1 year (the vertical colum 
on the right.) 
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SAMPLE TABLE 5 


ILLUSTRATION OF AN ASSUMED INVESTMENT OF $10,000 
with Dividends Reinvested and Capital Gains 
Distributions Accepted in Shares 


The table below covers the period from January 1, 1967 to December 31, 
1976. This period was one in which common stock prices fluctuated 
severely and were generally at the same level at the end of the period 
as they were at the beginning. The results shown should not be 
considered as a representation of the dividend income or capital gain 
or loss which may be realized from an investment made in the fund today. 


Value of Shares by Component 








Value of Value of Value of Total 
Year ended $10,000 Capital gains Reinvested Value of 
December _31 Investment Distributions Dividends Shares 
1967 $10,104 $ 785 $ 384 $11,273 
1968 10,725 1,771 832 13,328 
1969 8,360 1,988 1,111 11,459 
1970 8,012 2,145 1,556 11,713 a) ( 
1971 8,082 2,570 2,059 12,711 
1972 8,488 3,062 2,685 14,235 
1973 7,479 3,027 2,961 13,467 
1974 5,937 2,466 3,009 11,412 
1975 7,838 3,521 4,540 15,899 
1976 9,844 _4,930 6,475 21,249 


Cost plus actual 
amounts available 
for distributions 


and dividends $10,000 $_ 4,473 $ 5,801 $20,274 


Dividends reinvested are subject to sales commissions of 7 1/4% as 
described in the prospectus and such commissions were deducted from 
the dividends paid each year in computing the dollar amount of 
dividends reinvested. The cumulative amount of dividends reinvested 
during the period 1967 - 1976 was $5,367. 


No adjustment has been made for any income taxes payable by share- 
holders on capital gains distributions and dividends invested in shares. 2 
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SECURITIES EXCHANGE ACT OF 1933 


or No. 5863/September 8, 1977 


Securities Exchange Act of 1934 
Release No. 13938/September 8, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20166/September 8, 1977 


ACCOUNTING SERIES 
Release No. 226/September 8, 1977 


Marketable securities and Other Security Investments 
AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 


SUMMARY: The Commission has adopted amend- 
ments to its rules regarding disclosures by commercial 
and industrial companies of investments in marketable 
securities and other security investments. Current 
economic conditions and events have indicated a need 
for more detailed information on material concentra- 
tions of investments in the securities. The requirements 
of the amended rules will result in improved disclosures 
of these concentrations of investments by commercial 
and industrial companies. 


Que Effective for financial statements for fiscal 


years ending after: December 24, 1977. 


FOR FURTHER INFORMATION CONTACT: Robert R. 
Love, Office of the Chief Accountant, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington. D.C. 20549 (202-755-1773). 


SUPPLEMENTARY INFORMATION: 
Background 


The Commission originally issued a proposal in 
Securities Act Release No. 5668 (34-11986, IC-9116) [41 
FR 4833] on January 7, 1976 to require disclosure in a 
footnote to the financial statements of information 
regarding concentrations of investments in marketable 
securities and other investment securities. Basically, 
the proposal would have required footnote disclosure 
by all registrants of the investments in such securities 
of any issues for which the aggregate book value 
exceeded five percent of stockholders’ equity. This 
proposal was issued at the time Accounting Series 
Release No. 188 [41 FR 4817] was issued which 
mandated certain special disclosures for registrants’ 
holdings of New York City securities because of the 
unusual risks and uncertainties pertaining to them, 
and, as stated in that release, the proposal was part of a 
longer term and more generalized effort to deal with 
the fact that. because other issuers of securities may 


suffer financial difficulties severely affecting a regis- 
trant’s holdings of such securities, material concentra- 
tion of holdings of any security may warrant disclosure. 


After consideration of the comments on the proposal, 
the Commission issued a revised proposal in Securities 
Act Release No. 5825 (34-13500, 35-20016) [42 FR 
23853] on May 2, 1977. In the revised proposal major 
changes were made (1) to change the criterion for the 
required footnote disclosures to a basis of the invest- 
ments in the securities of any issuer for which the 
aggregate market value exceeds one percent of total 
assets, and (2) to limit the applicability of the require- 
ments to commercial and industrial companies which 
prepare financial statements in accordance with Article 
5 of Regulation S-X [17 CFR Part 210]. 


Other technical revisions were made in the proposal, 
including amendments of the instructions to the 
schedule prescribed under Rule 12-02 [§210.12-02] of 
Regulation S-X, ‘‘Marketable securities—other secur- 
ity investments,’’ to provide for segregation of the 
securities required to be listed by issuers in the 
schedule on the same basis as specified in the proposed 
footnote disclosure requirement. It was noted in the 
release that the information called for by the proposed 
footnote disclosure requirement might duplicate to 
some extent the disclosures required to be provided in 
the schedule under Rule 12-02. Comments were 
solicited regarding how to reduce or eliminate such 
duplication. 


Comment on the Second Proposal 


Comments on the proposal in Release No. 33-5825 have 
been carefully considered. Most commentators gener- 
ally supported the concept embodied in the proposal of 
disclosure of concentrations of investments in the 
securities of particular issuers with the objective of 
providing better information for evaluating the risks of 
investments as between issuers. However, almost all 
stated that the criterion for disclosure of the concentra- 
tions, specified in the proposal as one percent of total 
assets, was too low and would result in disclosure in the 
notes to financial statements of considerable detailed 
information which is immaterial. It was suggested that, 
as a minimum, the basis for disclosure should be 
increased to two percent of total assets to conform to 
the criterion for grouping of securities by issuers 
presently specified in Rule 12-02, and in any event, 
footnote disclosures should not be required for invest- 
ments in securities of the U.S. Government and its 
agencies because of their nearly risk-free nature. 


It was also suggested that, if a requirement for footnote 
disclosure of material concentrations of investments is 
adopted by the Commission, the Rule 12-02 schedule 
requirement should be eliminated, inasmuch as the 
information included in the Rule 12-02 schedule ‘on 
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material investments and material concentrations 
would also be provided in the footnote, and therefore 
the disclosures in the Rule 12-02 schedule regarding 
such material investments and concentration would be 
duplicative and unnecessary. 


Other commentators suggested that the proposed 
requirement for footnote disclosure of the concen- 
trations of investments be withdrawn and instead the 
requirements for the schedule under Rule 12-02 be 
revised to insure that all disclosures called for in the 
proposed new rule will be included in the schedule. 
They reasoned that many of the securities and the con- 
centrations thereof itemized in the schedule would 
involve no unusual risks or uncertainties, particularly 
securities of the U.S. Government and its agencies, 
and other requirements exist for specific discussions 
or disclosures in the financial statements regarding 
unusual risks or uncertainties relating to any material 
concentrations of investments in securities and 
accordingly a requirement for footnote disclosure of all 
such material concentrations is unnecessary. 


Adoption of Amendments 


After consideration of the comments, the Commission 
has determined to withdraw the proposal contained in 
Release No. 33-5825 and instead amend Rule 12-02 and 
Rule 5-04 [17 CFR 210.5-04], which specifies when the 
schedule prescribed by Rule 12-02 shall be filed for 
disclosures of securities included under caption 2, 
Marketable securities, and caption 12, Other security 
investments, of a balance sheet, to require detailed 
disclosures in the Rule 12-02 schedule regarding each 
issue of securities of any issuer where the greater of 
the aggregate cost or market value of the securities of 
the issuer constitutes two percent or more of total as- 
sets, and to permit summarized disclosures of the other 
security holdings of the registrant in the marketable 
securities and other security investments accounts, 
the amounts of which, for any issuer, do not exceed 
two percent of total assets. The detailed disclosures 
required include a description of each security issue, 
the cost, the market value, and the amounts at which 
carried in the balance sheet. 


The Commission is persuaded by the comments that 
inclusion in one schedule of these data regarding all of 
the securities held under these two accounts by a regis- 
trant will facilitate a better analysis of the securities 
holdings, particularly in the comparison of risk factors 
as between securities. Furthermore, generally accepted 
accounting principles presently require write-downs or 
accrual of provisions for losses on securities, as well as 
disclosure regarding other unquantified loss contin- 
gencies in the financial statements, and the Commis- 
sion would require discussion, in “Management’s 
Discussion and Analysis of Summary of the Earnings” 
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included in reports filed with the Commission, of any 
unusual risks and uncertainties relating to any material 
investments or concentration of investments, as 
discussed and illustrated in Accounting Series Release 
No. 166 [40 FR 2678]. Therefore, requirements beyond 
those specified above and in the revised Rule 12-02 
schedule regarding material concentrations of invest- 
ments are not considered necessary for commercial and 
industrial companies subject to Article 5 of Regulation 
S-X. 


Other technical revisions are effected in Rule 5-02 
[§210.5-02], captions 2 and 12; Rule 5-04 [§210.5-02], 
Schedule |; and the captions and instructions of Rule 
12-02 [§210.12-02] to clarify the basis for valuation of 
securities including recognition of requirements under 
generally accepted accounting principles for deter- 
mination of the carrying amounts of marketable equity 
securities on a portfolio basis; and, with regard to 
caption 2 of Rule 5-02, to clarify the exclusion of 
securities from the capticn. 


COMMISSION ACTION: The Commission hereby 
amends Part 210 of 17 CFR Chapter I, by revisions of 
(1) captions 2 and 12 of §210.5-02, (2) Schedule | of 
§210.5-04, and (3) the captions and instructions of 
§210.12-02 to read as given below. 


§210.5-02 Balance sheets. * * * 


* * * © * 


2. Marketable securities.—Include only securities 
having a ready market and which represent the invest- 
ment of cash available for current operations; securities 
which are intended to be used for nonworking capital 
purposes shall be excluded. Securities of affiliates and 
of other persons the investments in which are 
accounted for by the equity method shall not be 
included here. State, parenthetically, or otherwise, the 
basis of determining the aggregate amounts shown in 
the balance sheet for the portfolio of equity securities 
and for all other securities, and for each category state 
the alternative of the aggregate cost or the aggregate 
market value at the balance sheet date. When the 
original cost of securities purchased on a yield basis has 
been properly adjusted to reflect amortization of pre- 
mium or accumulation of discount since acquisition, the 
basis of determining their amount may be described 
““at'cost..”’ 


* * * * * 


12. Other security investments. State, parenthetically 
or otherwise, the basis of determining the aggregate 
amounts shown in the balance sheet for the portfolio of 
equity securities and for all other securities, and for 
each category state the alternate of the aggregate cost 














or the aggregate market value at the balance sheet 
date. 


§210.5-04 What schedules are to be filed. 


* * * * * 


Schedule !—Marketable securities—other security 
investments. The schedule prescribed by §210.12-02 
shall be filed— 


(1) In support of caption 2 of a balance sheet, if the 
greater of the aggregate cost or the aggregate market 
value of marketable securities as of the balance sheet 
date constitutes 10 percent or more of total assets. 


(2) In support of caption 12 of a balance sheet, if the 
greater of the aggregate cost or the aggregate market 
value of other security investments as of the balance 
sheet date constitutes 10 percent or more of total 
assets. 


(3) In support of captions 2 and 12 of a balance sheet, if 
the greater of the aggregate cost or aggregate market 
of other security investments plus the greater of the 
aggregate cost or the aggregate market value of mar- 
ketable securities as of the balance sheet date consti- 
tutes 15 percent or more of total assets. 


(4) In support of captions 2 and 12 of a balance sheet, if 
the greater of the aggregate cost or aggregate market 
value of the securities as of the balance sheet date of 
any issuer reported under either caption 2 or caption 12 
constitutes two percent or more of total assets. 


* * * * * 


See TABLE 210.12-02 on next page 


These amendments shall be effective for financial 
statements for fiscal years ending after December 24, 
1977. The amendments are adopted pursuant to 
authority in Sections 6, 7, 8, 10 and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77j, and 77s] of the Securities Act of 
1933; Sections 12, 13, 15(d) and 23(a) [15 U.S.C. 78, 
78m, 780(d) and 78w] of the Securities Exchange Act of 
1934; and Sections 5(b), 14 and 20(a) [15 U.S.C. 79e, 
of 1935. Pursuant to Section 23(a)(2) of the Exchange 
Act, the Commission has considered the effect that the 
proposed amendments would have on competition and 
is not aware, at this time, of any burden that such 
amendments would impose on competition not neces- 
sary or appropriate in furtherance of the purposes of 
the Act. ; 


By the Commission. 


George A. Fitzsimmons 
Secretary 


September 8, 1977. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13914/September 1, 1977 


Regulation of Transfer Agents 
AGENCY: Securities and Exchange Commission 
ACTION: Final rule. 


SUMMARY: This rule and related form prescribe the 
procedure to be followed by those transfer agents 
registered with the Commission in withdrawing from 
registration. The form is intended to simplify the with- 
drawal process and the information required by the 
form will enable the Commission to determine whether 
it is necessary or appropriate in the public interest, for 
the protection of investors, or in furtherance of the 
Securities Exchange Act that the withdrawal be denied, 
postponed or subject to specific terms and conditions. 


EFFECTIVE DATE: October 10, 1977. 


FOR FURTHER INFORMATION CONTACT: Lisa G. 
Gessow, Attorney, Division of Market Regulation, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 755- 
8916. 


SUPPLEMENTARY INFORMATION: Notice is hereby 
given that the Securities and Exchange Commission 
(the ‘‘Commission’’), pursuant to Sections 2, 17, 17A 
and 23(a) of the Act [15 U.S.C. 78b, 78q, 78q-1 and 
78w(a)], has amended Title 17, Chapter II, Parts 240 
and 249b of the Code of Federal Regulations to add 
Sections 240.17Ac3-1 and 249b.101. 


Rule 17Ac3-1 


Rule 17Ac3-1 provides that a transfer agent registered 
with the Commission may withdraw from registration 
by filing a notice of withdrawal of its transfer agent 
registration on, and in accordance with the instructions 
contained in, Form TA-W.' Withdrawal from registra- 
tion will become effective on the sixtieth day after filing 





1 Transfer agents registered with the Office of the Comp- 
troller of the Currency, the Federal Deposit Insurance Cor- 
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of a properly completed Form TA-W unless the 
Commission takes affirmative action to accelerate, deny 
or postpone such withdrawal. 


The rule further provides that every withdrawal filed 
pursuant to Rule 17Ac3-1 constitutes a “‘report’’ within 
the meaning of Sections 17 and 32(a) of the Act. 


Form TA-W 


Form TA-W has been adopted to simplify the regis- 
tration withdrawal process. The information required 
on the Form is intended to enable the Commission to 
determine whether it is necessary or appropriate in the 
public interest, for the protection of investors, or in 
furtherance of the purposes of Section 17A that the 
withdrawal be denied, postponed or subject to specific 
terms and conditions. The information requested 
includes the name of the registrant, the address of its 
principal place of business, the date registrant ceased 
performing any transfer agent function as defined in 
the Act, whether the registrant is involved in any legal 
actions or proceedings or is aware of any potential 
claims against it; whether there are any unsatisfied 
judgments or liens against registrant arising out of its 
performance of transfer agent functions, the names and 
addresses of any successor transfer agents and whether 
such successor transfer agents are registered pursuant 
to the Act, the names and addresses of the persons who 
will maintain custody or possession of registrant’s 
transfer agent books and records, the address at which 
such books and records will be located and the reasons 
for ceasing the performance of transfer agent functions 
or for otherwise requesting withdrawal of its registra- 
tion as transfer agent. 


Statutory Basis and Competitive Considerations 


Rule 17Ac3-1 and Form TA-W are adopted pursuant to 
the Securities Exchange Act of 1934, in particular 
Sections 2, 17, 17A and 23(a) thereof, 15 U.S.C. 78b, 
78q, 78q-1 and 78w(a). 


The Commission finds that any burden on competition 
imposed by this rule is necessary and appropriate in the 
public interest, for the protection of investors and to 
facilitate the establishment of a national system for the 
prompt and accurate clearance and settlement of trans- 
actions in securities. 





poration or the Board of Governors of the Federal Reserve 
System are not subject to the rule and form adopted herein 
today. Each of the three Federal bank regulatory agencies 
has developed its own procedures for withdrawing the re- 
gistrations of bank transfer agents registered with it. 


2Any out-of-proof conditions are considered, for these 
purposes, as potential claims. 


Effective Date 


Rule 17Ac3-1 and Form TA-W are effective as of 
October 10, 1977. 


Accordingly, 17 CFR Parts 240 and 249b are amended 
by adding §§17Ac3-1 and 249b.101 as follows: 


§240.17Ac3-1 Withdrawal from registration with the 
Commission. 


(a) Notice of withdrawal from registration as a transfer 
agent with the Commission pursuant to Section 
17A(c)(3)(C) of the Act shall be filed on Form TA-W in 
accordance with the instructions contained thereon. 


(b) Except as hereinafter provided, a notice to 
withdraw from registration filed by a transfer agent 
pursuant to Section 17A(c)(3)(C) of the Act shall 
become effective on the sixtieth day after the filing 
thereof with the Commission or within such shorter 
period of time as the Commission may determine. If a 
notice to withdraw from registration is filed with the 
Commission at any time subsequent to the date of 
issuance of a Commission order instituting proceedings 
pursuant to Section 17A(c)(3)(A) of the Act, or if prior to 
the effective date of the notice of withdrawal the 
Commission institutes such a proceeding or a 
proceeding to impose terms and conditions upon such 
withdrawal, the notice of withdrawal shall not become 
effective except at such time and upon such terms and 
conditions as the Commission deems necessary or 
appropriate in the public interest, for the protection of 
investors, or in furtherance of the purposes of Section 
17A. 


(c) Every notice of withdrawal filed pursuant to this 
rule shall constitute a ‘‘report’’ within the meaning of 
Sections 17 and 32(a) of the Act. 


§249b.101 Form TA-W, notice of withdrawal from 
registration as transfer agent. 


This form shall be used for withdrawing, pursuant to 
Section 17A of the Securities Exchange Act of 1934, the 
registration of transfer agents registered with the 
Commission. 


(Note: Copies of Form TA-W have been filed with the 
Office of Federal Register as part of this document. 
Copies may be obtained from the Publications Section, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 and at each of 
the Commission’s regional offices. Copies of Form 
TA-W will be available on or about the week of Septem- 
ber 26, 1977. 


By the Commission. 
George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13915/September 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-24 


The New York Stock Exchange, Inc. (‘‘NYSE’’) 
submitted on August 26, 1977 a proposed rule change 
under Rule 19b-4 which would authorize the Ex- 
change’s Market Performance Committee (1) to estab- 
lish methods of evaluating specialist performance; (2) 
to stiputlate minimum acceptable levels of performance 
based upon those evaluations; (3) to withdraw the 
registration of a specialist unit in one or more stocks 
when performance is below acceptable levels; and (4) to 
initiate reallocation proceedings for such stocks. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the pro- 
posed rule change should be disapproved, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Commis- 
sion, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-77-24. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13916/September 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-77-31 
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The Midwest Stock Exchange, Incorporated submitted 
on August 26, 1977 a proposed rule change under Rule 
19b-4 to clarify the practice that bids for memberships 
are accepted upon preliminary determination that no 
statutory disqualification to membership exists. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-31. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13917/September 1, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities and 
Exchange Act of 1934 (‘‘Exchange Act’’) the single ten 
day suspension of exchange and over-the-counter 
trading for the period commencing at 2:50 p.m. (EDT) 
on September 1, 1977 and terminating at midnight 
(EDT) on September 10, 1977 of the securities of 
Network One, Inc. (‘‘Network’’) a Utah corporation 
with principal executive offices located at 2601 McLeod, 
Las Vegas, Nevada 89121. 


The Commission ordered the suspension of trading in 
Network’s securities because of the lack of adequate 
and accurate public information about the company’s 
operations and financial condition. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 








consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act. at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in viola- 
tion of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13918/September 1, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities and 
Exchange Act of 1934 (‘‘Exchange Act’’) the single 
ten-day suspension of exchange and over-the-counter 
trading for the period commencing at 3:05 p.m. (EDT) 
on September 1, 1977 and terminating at midnight 
(EDT) on September 10, 1977 of the securities of ISC 
Financial Corporation. a Delaware Corporation with 
principal executive offices located at 3034 Broadway, 
Kansas City, Missouri 64141. 


The Commission ordered the suspension of trading in 
the securities of ISC Financial Corporation because of 
the company’s failure to file with the Commission any 
audited financial statements on Form 10-K for its fiscal 
year ended April 30, 1977. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that. pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 





or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff of 
the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13919/September 1, 1977 


A notice has been issued giving interested persons until 
September 28 to submit facts bearing upon an applica- 
tion by Hawaiian Telephone Company to withdraw its 
first mortgage bonds, series G, 3 1/8%, due July 15, 
1980 from listing and registration on the Honolulu Stock 
Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13920/September 1, 1977 


A notice has been issued giving interested persons until 
September 28 to submit facts bearing upon an applica- 
tion by Frequency Sources, Inc. to withdraw its 
common stock, $.10 par value, from listing and regis- 
tration on the Boston Stock Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13921/September 1, 1977 


An order has been issued granting the application of 
the Philadelphia Stock Exchange, Inc. for unlisted 
trading privileges in the common stock, $1.00 par 
value, of International Couriers Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13922/September 1, 1977 
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An order has been issued granting the application of 
the Cincinnati Stock Exchange for unlisted trading pri- 
vileges in the common stock of the specified companies: 
Atlantic City Electric Company, $3.00 par value; 
Central Maine Power Company, $5.00 par value; 
Duquesne Light Company. $1.00 par value; Northeast 
Utilities Service Company, $5.00 par value; Potomac 
Electric Power Company, $10.00 par value; and Public 
Service Company of New Hampshire, $5.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13923/September 1, 1977 


Orders have been issued granting the applications of 
the American Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: AIC Photo, Inc., common stock, 
$1.00 par value; and Plaza Realty Investors, shares of 
beneficial interest, $1.00 par value and Warrants, 
expiring November 22, 1977. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13924/September 2, 1977 


The Securities and Exchange Commission announced 
today that the terms of each of the current members of 
the National Market Advisory Board have been 
extended until December 31. 1977. 


The Board has proved to be a useful forum for obtaining 
the viewpoints and advice of a broad range of persons 
interested or likely to participate in the establishment 
of a national market system. The Commission is 
currently engaged in deliberations concerning impor- 
tant aspects of such a system. Renewal of the Board will 
give its current members an opportunity to complete 
the projects in which they are engaged in an orderly 
way, as well as give the Commission an opportunity to 
determine if. and how. such an advisory body can be of 
greatest use in the evolving process of the creation of a 
national market system. 


Prior to December 31. the Commission will decide 
whether to extend the life of the Board further. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13925/September 2, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-20 


The New York Stock Exchange, Inc. (‘‘NYSE’’) 
submitted on July 29, 1977 a proposed rule change 
under Rule 19b-4 to amend NYSE Rules 390, 395 and 
396 to conform those rules to the provisions of Rule 
19c-1 under the Securities Exchange Act of 1934 and 
NYSE Rule 54 to clarify that the scope of that Rule does 
not extend to the NYSE limiting or conditioning a 
member’s ability to initiate a trade in the over-the- 
counter market by transmitting an order from the NYSE 
floor to the member’s office. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, interest- 
ed persons are invited to submit written data, views 
and arguments concerning the submission within 30 


days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 


should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NYSE-77-20. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13926/September 2, 1977 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike from 
listing and registration the common stock, no par value, 
of Inarco Corporation. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13927/September 2, 1977 


Notices have been issued giving interested persons 
until September 29 to submit facts bearing upon the 
applications to withdraw from listing and registration 
on the American Stock Exchange, Inc. the securities of 
the following companies: Mark Controls Corporation, 
common stock, $1.00 par value; and Overhead Door 
Corporation, common stock, $1.00 par value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13928/September 2, 1977 


An order has been issued granting the application of 
the Midwest Stock Exchange. Incorporated for unlisted 
trading privileges in the common stock, $1.00 par 
value, of The Lehman Corporation (Maryland). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13929/September 2, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-77-8) 


The Depository Trust Company submitted on August 
25, 1977, a proposed rule change, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934, to 
permit the inclusion of municipal bonds in DTC. In 
connection with the proposed rule change, DTC 
requested for good cause that the Commission 
accelerate action prior to the thirtieth day after 
publication in the Federal Register. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission. Securities and Exchange 
Commission; 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-77-8. 


Copies of the submission, with accompanying exhibits. 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13930/September 2, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-25 


The New York Stock Exchange, Inc. (‘‘NYSE’’) 
submitted on August 26, 1977 a proposed rule change 
under Rule 19b-4 to (1) lower the minimum capital 
requirement for specialists to the greater of $100,000 or 
25% of position requirements from the greater of 
$500,000 or 25% of position requirements, (2) permit 
one-member or two-member specialist units and (3) 
permit specialist units registered in the same stocks to 
maintain a combined limit order book. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved. interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission. 500 North 
Capitol Street. Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-77-25. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13931/September 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORAT- 
ED 


File No. SR-MSE-77-30 


The Midwest Stock Exchange, Incorporated submitted 
on August 26, 1977 a proposed rule change under Rule 
19b-4 to require the semi-annual ccnfirmation of open 
orders resting in the specialists’ books. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 12, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 30 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-30. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-76-31 


The American Stock Exchange, Inc. (‘‘Amex’’) sub- 
mitted on December 30, 1976 a proposed rule change 
under Rule 19b-4 to conform Amex’s Rule 5 to the 
provisions of Rule 19c-1 under the Securities Exchange 
Act of 1934 by eliminating restrictions on off-board 
agency transactions. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-76-31. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13933 / September 6, 1977 


NOTICE OF FILING OF AMENDMENT NO. 1 TO PRO- 
POSED RULE CHANGE BY AMERICAN STOCK EX- 
CHANGE, INC. 


File No. SR-Amex-76-31 


The American Stock Exchange, Inc. (“Amex”) sub- 
mitted on August 26, 1977 an amendment to a proposed 
rule change under Rule 19b-4 to rescind paragraph (d) of 
Amex Rule 5 and make minor conforming changes to the 
remaining provisions of Amex Rule 5. 
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Publication of the submission is expected to be made in 
the Federal Register during the week of September 5, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-76-31. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13934/September 6, 1977 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-76-8, Amendment No. 1) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE DEPOSITORY TRUST COMPANY RELATING 
TO THE DEPOSITORY INTERFACE WITH THE 
MIDWEST SECURITIES TRUST COMPANY 


On May 26, 1977, The Depository Trust Company 
(‘‘DTC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), 
Amendment No. 1 to a proposed rule change, which 
would expand the depository interface between DTC 
and The Midwest Securities Trust Company to enable 
book-entry settlement of securities transactions be- 
tween participants of the two depositories even though 
one or both participants may not be a participant in 
both depositories. 


In accordance with Section 19(b) of the Act aid Rule 


19b-4 thereunder, notice of the amendment to the 
proposed rule change was published in the Federa/ 
Register (42 FR 30957, June 17, 1977), and the public 


was invited to comment thereon. Notice of the 
amendment to the filing and an invitation for comments 
also appeared in Securities Exchange Act Release No. 


34-13609, June 8, 1977. No letters of comment were 
received. 


The Commission has reviewed Amendment No. 1 to the 
proposed rule change and finds that it consistent with 
the requirements of the Act and the rules and regula- 


tions thereunder applicable to registered clearing 
agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in Amendment No. 1 to File No. SR-DTC-76- 
8 be, and hereby is, approved. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13935/September 7, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-22 


The Pacific Stock Exchange Incorporated submitted on 
August 24, 1977 a proposed rule change under rule 


19b-4 to amend Rule XII regarding arbitration proce- 
dures. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 12, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-22. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
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Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13936/September 8, 1977 


Admin. Proc. File No. 3-5102 
In the Matter of 


DUDLEY DIGGS MORGAN 
2947 East 46th Street 
Tulsa, Oklahoma 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing a petition for review of the initial 
decision in these proceedings has expired. No such 
petition has been filed, and the Commisison has not 
chosen to review the initial decision on its own 
initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge has 
become the final decision of the Commission. The order 
contained in that decision barring Dudley Diggs 
Morgan from associaiton with any broker or dealer is 
hereby declared effective. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13937/September 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-23 


The Pacific Stock Exchange Incorporated submitted on 
September 2, 1977 a proposed rule change under Rule 
19b-4 to change the procedure for the confirmation of 
“*good til’ cancelled’ (‘‘GTC’’) orders by specialists. 
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Publication of the submission is expected to be made in 
the Federal Register during the week of September 12, » ( 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or institu- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-23. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13938/September 8, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5863/September 8, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13939/September 8, 1977 


In the Matter of 

MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 

(SR-MSRB-76-12) 

ORDER APPROVING PROPOSED RULE CHANGE 


On December 20, 1976, the Municipal Securities Rule- 
making Board (the ‘‘MSRB’’) filed with the Commis- 





sion, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’), and Rule 19b-4 
thereunder, copies of a proposed rule change. On June 
17, 1977, the MSRB filed with the Commission an 
amended proposed rule change which made substantial 
changes in the rule proposal. In addition the MSRB 
filed technical amendments to the proposed rule 
change on June 29, 1977, and August 26, 1977. The 
proposed rule change, as amended, would codify uni- 
form industry practices for the processing, clearance, 
and settlement of inter-dealer transactions in municipal 
securities and related matters. 


Notice of the proposed rule change, as amended, 
together with the terms of substance of the proposed 
rule change was given by publication of Commission 
releases (Securities Exchange Act Release Nos. 13671 
(June 24, 1977) and 13116 (December 28, 1976)) and by 
publication in the Federal Register (42 FR 34436 (July 
5, 1977) and 42 FR 1086 (January 5, 1977)). The 
Commission received a number of comment letters on 
the proposed rule change, many of them with respect to 
the proposed rule’s requirement that inter-dealer con- 
firmations include CUSIP numbers. Several of the 
comment letters expressed reservations about the 
utility of CUSIP numbers, particularly for small munici- 
pal securities dealers. The Commission believes that 
the delayed effective date of this requirement will 
provide an opportunity for the development of low-cost 
means of providing the numbers to small dealers. In 
addition, while the use of CUSIP numbers may not 
produce economies to all municipal securities brokers 
and dealers, their general use in the municipal 
securities industry should facilitate the development 
of more efficient processing systems. 


The text of the proposed rule change follows: 
Rule G-12. Uniform Practice 
(a) Scope and Notice. 


(i) All transactions in municipal securities between any 
broker, dealer or municipal securities dealer and any 
other broker, dealer or municipal securities dealer shall 
be subject to the provisions of this rule, except to the 
extent that such transactions are compared, cleared 
and settled through the facilities of a clearing agency 
registered with the Commission, in which event the 
rules of such clearing agency shall apply. 


(ii) Failure to deliver securities sold or to pay for 
securities as delivered, on or after the settlement date, 
does not effect a cancellation of a transaction which is 
subject to the provisions of this rule, unless otherwise 
provided in this rule or agreed upon by the parties. 


(iii) Unless otherwise specifically indicated, any ‘‘im- 
mediate’’ notice required by this rule or any notice 





required to be given ‘‘immediately’’ shall be given by 
telephone, telegraph or other means of communication 
having same day receipt capability and confirmed in 
writing within one business day. 


(b) Settlement Dates. 


(i) Definitions. For purposes of this rule, the following 
terms shall have the following meanings: 


(A) Settlement Date. The term ‘‘settlement date’’ shall 
mean the day used in price and interest computations, 
which shall also be the day delivery is due unless 
otherwise agreed by the parties. 


(B) Business Day. The term ‘‘business day’’ shall 
mean a day recognized by the National Association of 
Securities Dealers, Inc. as a day on which securities 
transactions may be settled. 


(ii) Settlement Dates. Settlement dates shall be as 
follows: 


(A) for ‘‘cash’’ transactions, the trade date; 


(B) for ‘‘regular way’’ transactions, the fifth business 
day following the trade date; 


(C) for ‘‘when, as and if issued’’ transactions, a date 
agreed upon by both parties, which date shall not be 
earlier than the fifth business day following the date the 
confirmation indicating the final settlement date is 
sent, or, with respect to transactions between the 
manager and members of a syndicate or account 
formed to purchase securities from an issuer, a date not 
earlier than the sixth business day following the date 
the confirmation indicating the final settlement date is 
sent; provided, however, that if the issuer gives notice 
of pending delivery within less than six business days 
before delivery, the settlement date for transactions 
between the manager and members of the syndicate or 
account with respect to such issue of securities may be 
accelerated as determined by the manager, and, in 
such event, all other ‘‘when, as and if issued’’ trans- 
actions with respect to such issue of securities may, but 
need not, be accelerated by each seller by not more 
than the number of days of acceleration by the 
syndicate manager; and 


(D) for all other transactions, a date agreed upon by 
both parties. 


(iii) Notice of Accelerated Delivery. In the event the 
issuer gives notice of pending delivery of securities 
within less than six business days before delivery, the 
manager of a syndicate or account formed to purchase 
the securities from the issuer shall, upon determination 
of the accelerated delivery date pursuant to subpara- 
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graph (b)(ii)(C) hereof, give immediate notice to the 
members of the syndicate or account of the settlement 
date for transactions between the manager and the 
members. 


(c) Dealer Confirmations. 


(i) Except as otherwise indicated in this section (c), 
each party to a transaction shall send a confirmation of 
the transaction to the other party within one business 
day following the trade date. 


(ii) Confirmations of cash transactions shall be 
exchanged on the trade date, which may be accomplish- 
ed by telephone with written confirmations sent within 
one business day following the trade date. 


(iii) For transactions effected on a ‘‘when, as and if 
issued’’ basis, initial confirmations shall be sent within 
two business days following the trade date. Confirma- 
tions from a syndicate or account manager to the 
members of the syndicate or account may be in the form 
of a letter, covering all maturities of the issue, setting 
forth the information hereafter specified in this section 
(c). Confirmations indicating the final settlement date 
shall be sent by the seller at least five business days 
prior to the settlement date or, with respect to trans- 
actions between the manager and members of a 
syndicate or account formed to purchase securities from 
an issuer, at least six business days prior to the 
settlement date; provided, however, that if the settle- 
ment date is accelerated pursuant to subparagraph 
(b)(ii)(C) above, final confirmations shall be sent by 
each seller immediately upon determination by it of the 
settlement date. 


(iv) For transactions in new issue securities having a 
settlement date more than six business days following 
the trade date for which only one confirmation is sent, 
such confirmation shall be sent within two business 
days following the trade date. 


(v) Each confirmation shall 
information: 


contain the following 
(A) confirming party’s name, address and telephone 
number; 

(B) ‘‘contra party’’ identification; 

(C) designation of purchase from or sale to; 

(D) par value of the securities; 

(E) description of the securities, including at a mini- 
mum the name of the issuer, interest rate, maturity 
date, and if the securities are limited tax, subject to 
redemption prior to maturity (callable), or revenue 


bonds, an indication to such effect, including in the 
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case of revenue bonds the type of revenue, if necessary 
for a materially complete description of the securities, 
and in the case of any securities, if necessary for a 
materially complete description of the securities, the 
name of any company or other person in addition to the 
issuer obligated, directly or indirectly, with respect to 
debt service or, if there is more than one such obligor, 
the statement ‘‘multiple obligors’’ may be shown; 


(F) CUSIP number, if any, assigned to the securities; 
(G) trade date; 
(H) settlement date; 


(1) yield to maturity and resulting dollar price, except 
in the case of securities which are traded on the basis of 
dollar price or securities sold at par, in which event only 
dollar price need be shown (in cases in which securities 
are priced to call, this must be stated, and where a 
transaction is effected on a yield basis, the calculation 
of dollar price shall be to the lower of price to call or 
price to maturity); 


(J) amount of concession, if any, per $1,000 par value 
unless staied to be an aggregate figure; 


(K) amount of accrued interest; 
(L) extended principal amount; 
(M) total dollar amount of transaction; and 


(N) instructions, if available, regarding receipt or 
delivery of securities, and form of payment if other than 
as usual and customary between the parties. 


The initial confirmation for a ‘‘when, as and if issued’”’ 
transaction shall not be required to contain the informa- 
tion specified in subparagraphs (H), (K), (L), and (M) 
or this paragraph or the resulting dollar price as spe- 
cified in subparagraph (I). 


(vi) In addition to the information required by para- 
graph (v) above, each confirmation shall contain the 
following information, if applicable: 


(A) dated date if it affects the price or interest calcula- 


tion, and first interest payment date, if other than semi- 
annual; 


(B) if the securities are ‘‘fully registered’’ or ‘‘register- 
ed as to principal only,’’ a designation to such effect; 


(C) if the securities are ‘‘called’’ or ‘‘prerefunded,’’ a 
designation to such effect, the date of maturity which 
has been fixed by the call notice, and the amount of the 
call price; 


(D) denominations of notes and, if other than those 


f specified in paragraph (e) (iv) hereof, denominations of 
\ bonds; 


(E) any special instructions or qualifications, or factors 
affecting payment of principal or interest, such as (A) 
‘‘ex legal,’’ or (B) if the securities are traded without 
interest, ‘‘flat,’’ or (C) if the securities are in default as 
to the payment cf interest or principal, ‘‘in default’’: 
and 


(F) such other information as may be necessary to 


ensure that the parties agree to the details of the 
transaction. 


(d) Comparison and Verification of Confirmations; 
Unrecognized Transactions. 


(i) Upon receipt of a confirmation, each party to a 
transaction shall compare and verify such confirmation 
to ascertain whether any discrepancies exist. If any 
discrepancies exist in the information as set forth in the 
two compared confirmations, the party discovering 
such discrepancies shall promptly communicate such 
discrepancies to the contra party and both parties shall 
promptly attempt to resolve the discrepancies. In the 
event the parties are able to resolve the discrepancies, 
the party in error shall, within one business day 
following such resolution, send a corrected confirma- 
tion to the contra party. Such confirmation shall 
indicate that it is a correction and the date of the 
corrected confirmation. In the event the parties are 
unable to resolve the discrepancies, each party shall 
promptly send to the contra party a written notice, 
return receipt requested, indicating nonrecognition of 
the transaction. 


(ii) In the event a party receives a confirmation for a 
transaction which it does not recognize, it shall 
promptly seek to ascertain whether a trade occurred 
and the terms of the trade. In the event it determines 
that a trade occurred and the confirmation it received 
was correct, such party shall immediately notify the 
confirming party by telephone and, within one business 
day thereafter, send a written confirmation of the trans- 
action to the confirming party. In the event a party 
cannot confirm the trade, such party shall immediately 
notify the confirming party by telephone and, within 
one business day thereafter send a written notice, 
return receipt requested, to the confirming party, 
indicating nonrecognition of the transaction. Promptly 
upon receipt of such notice, the confirming party shall 
verify its records and, if it agrees with the 
non-confirming party, promptly send a notice of cancel- 
lation of the transaction, return receipt requested, to 
the non-confirming party. 





(iii) In the event a party has sent a confirmation of a 
transaction, but fails to receive a confirmation from the 
contra party or a notice indicating nonrecognition of the 
transaction within four business days of the trade date, 
the confirming party shall promptly seek to ascertain 
whether a trade occurred. If, after such verification, 
such party believes that a trade occurred, it shall 
immediately notify the non-confirming party by 
telephone to such effect and send, within one business 
day thereafter, a written notice, return receipt 
requested, to the non-confirming party, indicating 
failure to confirm. Promptly following receipt of 
telephone notice from the confirming party, the 
non-confirming party shall seek to ascertain whether a 
trade occurred and the terms of the trade. In the event 
the non-confirming: party determines that a trade 
occurred, it shall immediately notify the confirming 
party by telephone to such effect and, within one 
business day thereafter, send a written confirmation of 
the transaction to the confirming party. In the event a 
party cannot confirm the trade, such party shall 
promptly send a written notice, return receipt request- 
ed, to the confirming party, indicating nonrecognition 
of the transaction. 


(iv) If procedures are initiated pursuant to paragraph 
(ii) of thius section, the procedures required by 
paragrah (iii) need not be followed; and conversely, if 
procedures are initiated pursuant to paragraph (iii) of 
this section, the procedures required by paragraph (ii) 
need not be followed. 


(v) In the event any material discrepancies or 
differences, basic to the transaction, remain unresolved 
by the close of the business day following receipt by a 
party of a written notice indicating nonrecognition, or 
by the close of the business day following the date the 
confirming party gives telephone notice of the trans- 
action to the nonconfirming party pursuant to 
paragraph (iii) above, whichever first occurs, the trans- 
action may be cancelled by the confirming party or, in 
the event there exists disagreement concerning the 
terms of the transaction, by either confirming party. 
Nothing herein contained shall be construed to affect 
whatever rights the confirming party or parties may 
otherwise have with respect to a transaction which is 
cancelled pursuant to this paragraph. 


(vi) Nothing herein contained shall be construed to 
prevent the settlement of a transaction prior to 
completion of the procedures prescribed in this section 
(d); provided that each party to the transaction shall be 
responsible for sending to the other party, within one 
business day of such settlement, a confirmation 
evidencing the terms of the transaction. 


(vii) The notices referred to in this section indicating 
nonrecognition of a transaction or failure to confirm a 
transaction shall contain sufficient information to 
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identify the confirmation to which the notice relates 
including, at a minimum, the information set forth in 
subparagraphs (A) through (E), (G) and (H) of 
paragraph (c)(v). In addition, such notice shall identify 
the firm and person providing such notice and the date 
thereof. The requirements of this paragraph may be 
satisfied by providing a copy of the confirmation of an 
unrecognized transaction, marked ‘‘don’t know,”’ 
together with the name of the firm and person 
providing such notice and the date thereof. 


(e) Delivery of Securities. The following provisions 
shall, unless otherwise agreed by the parties, govern 
the delivery of securities: 


(i) Place and Time of Delivery. Delivery shall be made 
at the office of the purchaser, or its designated agent, 
between the hours established by rule or practice in the 
community in which such office is located. If the parties 
so agree, book entry delivery through a registered 
clearing agency or delivery by other means which do 
not involve the physical delivery of securities will 
constitute good delivery for purposes of this rule. 


(ii) Delivery Ticket. A delivery ticket shall accompany 
the delivery of securities. Such ticket shall contain the 
information set forth in subparagraphs (A), (B), (D) 
through (H), (M) and (N) of paragraph (c)(v) and, to the 
extent applicable, the information set forth in sub- 
paragraphs (A), (B), (D), (E) and (F) of paragraph 
(c)(vi) and shall have attached to it an extra copy of the 
ticket which may be used to acknowledge receipt of the 
securities. 


(iii) Partial Delivery. The purchaser shall not be 
required to accept a partial delivery with respect to a 
single trade in a single security. For purposes of this 
paragraph, a ‘‘single security’’ shall mean a security of 
the same issuer having the same maturity date, coupon 
rate and price. 


(iv) Units of Delivery. Delivery of bonds shall be made 
in the following denominations: 


(A) for bearer bonds, in denominations of $1,000 or 
$5,000 par value; and 


(B) for registered bonds, in denominations which are 
multiples of $1,000 par value, up to $100,000 par value. 


Delivery of notes shall be made in the denominations 
specified on the confirmation as required pursuant to 
paragraph (c)(vi) of this rule. 


(v) Bearer and Registered Form. Delivery of securities 
which are issuable in both bearer and registered form 
shall be in bearer form unless otherwise agreed by the 
parties. 
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(vi) Mutilated Certificates. Delivery of a certificate 
which is damaged to the extent that any of the following 
is not ascertainable: 


(A) name of issuer; 

(B) par value; 

(C) signature: 

(D) coupon rate; 

(E) maturity date; 

(F) seal of the issuer; or 
(G) bond or note number 


shall not constitute good delivery unless validated by 
the trustee, registrar, transfer agent, paying agent or 
issuer of the securities or by an authorized agent or 
official of the issuer. 


(vii) Coupon Securities. 


(A) Coupon securities shall have securely attached to 
the certifcate in the correct sequence all appropriate 
coupons, including supplemental coupons if specified 
at the time of trade, which in the case of securities upon 
which interest is in default shall include all unpaid or 
partially paid coupons. All coupons attached to the 
certificate must have the same serial number as the 
certificate. 


(B) Anything herein to the contrary notwithstanding, if 
securities are traded ‘‘and interest’’ and the settlement 
date is on or after the interest payment date, such 
securities shali be delivered without the coupon 
payable on such interest payment date. 


(C) If delivery of securities is due within 30 calendar 
days prior to an interest payment date, the seller may 
deliver to the purchaser a draft or bank check of the 
seller or its agent, payable on the date delivery is made, 
in an amount equal to the interest due, in lieu of the 
coupon. 


(viii) Mutilated or Cancelled Coupons. Delivery of a 
certificate which bears a coupon which is damaged to 
the extent that any one of the following cannot be 
ascertained from the coupon: 

(A) title of the issuer; 

(B) bond or note number; 


(C) coupon number or payment date (if either the 
coupon number or the payment date is ascertainable 
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from the coupon, the coupon will not be. considered 
mutilated); or 


(D) the fact that there is a signature; 


or which coupon has been cancelled, shall not 
constitute good delivery unless the coupon is endorsed 
or guaranteed. In the case of damaged coupons, such 
endorsement or guarantee must be by the issuer or by 
a commercial bank. In the case of cancelled coupons, 
such endorsement or guarantee must be by the issuer 
or an authorized agent or official of the issuer, or by the 
trustee or paying agent. 


(ix) Delivery of Certificates Called for Redemption. A 
certificate for which a notice of call has been published 
prior to the trade date shall not constitute good delivery 
unless the securities are identified as ‘‘called’’ at the 
time of trade. 


(x) Delivery Without Legal Opinions or Other Docu- 
ments. Delivery of certificates without legal opinions or 
other documents legally required to accompany the 
certificates shall not constitute good delivery unless 
identified as ‘‘ex legal’’ at the time of trade. 


(xi) Insured Securities. Delivery of certificates for 
securities traded as insured securities shall be 
accompanied by evidence of such insurance, either on 
the face of the certificate or in a document attached to 
the certificate. 


(xii) Endorsements for Banking or Insurance Require- 
ments. A security bearing an endorsement indicating 
that it was deposited in accordance with legal require- 
ments applicable to banking institutions or insurance 
companies shall not constitute good delivery unless it 
bears a release acknowledged before an officer 
authorized to take such acknowledgments and was 
designated as a released endorsed security at the time 
of trade. 


(xiii) Delivery of Registered Securities. 


(A) Assignments. Delivery of a certificate in registered 
form must be accompanied by an assignment on the 
certificate or on a detached assignment for such 
certificate, containing a signature which corresponds in 
every particular with the name written upon the certifi- 
cate except that the following shall be interchangeable: 
‘fand’’ or ‘‘&’’; ‘‘Company”’ or ‘‘Co.’’; ‘‘Incorporated”’ 
or ‘‘Inc.’’; and ‘‘Limited’’ or ‘‘Ltd.’’ 


(B) Detached Assignment Requirements. A detached 
assignment shall provide for the irrevocable appoint- 
ment of an attorney, with power of substitution, a full 
description of the security, including the name of the 
issuer, the maturity date and interest rate, the bond or 





note number, and the par value (expressed in words 
and numerals). 


(C) Power of Substitution. When the name of an 
individual or firm has been inserted in an assignment 
as attorney, a power of substitution shall be executed in 
blank by such individual or firm. When the name of an 
individual or firm has been inserted in a power of 
substitution as a substitute attorney, a new power of 
substitution shall be executed in blank by such 
substitute attorney. 


(D) Guarantee. Each assignment, endorsement, alter- 
ation and erasure shall bear a guarantee acceptable to 
the transfer agent or registrar. 


(E) Certificate in Name of a Party Other Than a Natural 
Person. A certificate registered in the name or a party 
other than a natural person, or in a name with official 
designation, shall constitute a good delivery only if the 
statement ‘‘Proper papers for transfer filed by 
assignor’’ is placed on the assignment and signed by 
the transfer agent. 


(F) Certificate in Name of Deceased Person, Trustee, 
Etc. 


(1) A certificate shall not constitute good delivery if 
executed with a qualification, restriction or special 
designation or if delivered in the name of, or with an 
assignment or power of substitution executed by a 
person since deceased; a minor; a receiver in 
bankruptcy; an agent; an attorney; or, except as 
provided in subparagraph (2) below, a trustee or 
trustees (except for trustees acting in the capacity of a 
board of directors of a corporation or association in 
which case the requirements of subparagraph (E) above 
shall apply), a guardian, an executor, or an administra- 
tor. 


(2) A certificate shall constitute good delivery with an 
assignment or a power of substitution executed by an 
individual executor or administrator; an individual 
trustee under an inter vivos or testamentary trust; a 
guardian (including committees, conservators and 
curators); or a custodian acting pursuant to the 
provisions of the Uniform Gifts to Minors Act. 


(G) Payment of Interest. If a registered security is 
traded ‘‘and interest’’ and transfer of record ownership 
cannot be accomplished on or before the record date for 
the determination of registered holders for the payment 
of interest, delivery shall be accompanied by a draft or 
bank check of the seller or its agent, payable on the 
date delivery is made, for the amount of the interest. 


(H) Registered Securities Traded ‘‘Flat’’. If a register- 
ed security is traded “flat” (i.e. is in default in the 
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payment of interest) and transfer of record ownership 
cannot be accomplished on or before the record date for 
the determination of registered holders for the payment 
of interest, an interest payment date having been 
established on or after the trade date, delivery shall be 
accompanied by a draft or bank check of the seller or its 
agent, payable on the date delivery is made, for the 
amount of the payment to be made by the issuer, unless 
the security is traded ‘‘ex-interest.’’ 


(xiv) Expenses of Shipment. Expenses of shipment of 
securities, including insurance, postage, draft, and 
collection charges, shall be paid by the seller. 


(xv) Money Differences. The following money differ- 


ences shall not be sufficient to cause rejection of 
delivery: 


Maximum Difference 


Par Value Per Transaction 
$ 1,000 to 24,999 $ 10 
25,000 to 99,999 25 
100,000 to 249,999 60 
250,000 to 999,999 250 
1,000,000 and over 500 


The calculations of the seller shall be utilized in 
determining the maximum permissible differences and 
amount of payment to be made upon delivery. The 
parties shall seek to reconcile any such money 
differences within ten business days following settle- 
ment. 


(f) Payment. 


(i) Calculation of Interest. Unless otherwise agreed by 
the parties, in the settlement of transactions in 
interest-paying securities there shali be added to the 
dollar price interest at the rate specified in the security, 
which shall be computed up to but not including the 
settlement date. 


{ii) Calculation of Price. Calculations to determine the 
price and yield to maturity of municipal securities shall 
be made in accordance with applicable rules of the 
Board, if any. 


(g) Rejections and Reclamations. 
(i) Definitions. For purposes of this section, the terms 
‘trejection’’ and ‘‘reclamation’’ shall have the following 


meanings: 


(A) ‘‘Rejection’’ shall mean refusal to accept securities 
which have been presented for delivery. 
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(B) ‘‘Reclamation’’ shall mean return by the receiving 
party of securities previously accepted for delivery or a 
demand by the delivering party for return of securities 
which have been delivered. 


(ii) Basis for Rejection. Securities presented for 
delivery may be rejected if the contra party fails to 
make a good delivery. 


(iii) Basis for Reclamation and Time Limits. A 
reclamation may be made by either the receiving party 
or the delivering party if, subsequent to delivery, 
information is discovered which, if known at the time of 
the delivery, would have caused the delivery not to 
constitute good delivery, provided such reclamation 
is made within the following time limits: 


(A) Reclamation by reason of the following shall be 
made within one business day following the date of 
delivery: 


(1) not good delivery because a coupon, or an interest 
check in lieu thereof, required by this rule to 
accompany delivery was missing; or 


(2) not good delivery because a certificate or coupon 
was mutilated in a manner inconsistent with the 
provisions of paragraphs (e) (vi) or (viii) hereof; or 


(3) not good delivery because a legal opinion or other 
documents referred to in paragraph (e) (x) hereof were 
missing. 


(B) Reclamation because an interest check accompany- 
ing delivery was not honored shall be made within three 
business days following receipt by the purchaser of the 
notice of dishonor. 


(C) Reclamation by reason of the following shall be 
made within 18 months following the date of delivery: 


(1) irregularity in delivery, including, but not limited 
to, delivery of the wrong issue (i.e. , issuer, coupon rate 
or maturity date), duplicate delivery, delivery to the 
wrong party or location, or over delivery; or 


(2) refusal to transfer or deregister by the transfer 
agent due to a lack of documentation required by 
paragraph (e)(xiii) of this rule. 


(D) Reclamation by reason of the following may be 
made without any time limitation: 


(1) the security delivered is reported missing, stolen, 
fraudulent or counterfeit; or 


(2) not good delivery because notice of call for the 
certificate was published prior to the trade date and this 
was not specified at the time of trade. 


e 


The running of any of the time periods specified in this 
paragraph shall not be deemed io foreclose a party’s 
right to pursue its claim via other means, including 
arbitration. 


(iv) Procedure for Rejection or Reclamation. If a party 
elects to reject or reclaim securities, rejection or 
reclamation shall be effected by sending a written 
notice which contains sufficient information to identify 
the delivery to which the notice relates, including a 
copy of the original delivery ticket or other proof of 
delivery and to the extent not set forth on such 
document, the following: 


(A) the name of the party delivering the securities; 
(B) the name of the party receiving the securities; 
(C) a description of the securities; 

(D) the date the securities were delivered; 

(E) the date of rejection or reclamation; 


(F) the par value of the securities which are being 
rejected or reclaimed; 


(G) in the case of a reclamation, the amount of money 
the securities are reclaimed for; 


(H) the reason for rejection or reclamation; and 


(1) the name and telephone number of the person to 
contact concerning the rejection or reclamation. 


(v) Acceptance or Delivery of Securities. Upon rejec- 
tion or reclamation properly made pursuant to this rule, 
the securities rejected or reclaimed shali be accepted or 
delivered. as required by the notice of rejection or 
reclamation and the exchange of correct monies or 
securities shall be made. 


(vi) Effect of Rejection or Reclamation. Rejection or 
reclamation of securities shall not constitute a 
cancellation of the transaction. 


(h) Close-Out. Transactions which have been confirm- 
ed or otherwise agreed upon by both parties but which 
have not been completed may be closed out in 
accordance with this section, or as otherwise agreed by 
the parties. 


(i) Close-Out by Purchaser. With respect to a trans- 
action which has not been completed by the seller 
according to,its terms and the requirements of this rule, 
the purchaser may close out the transaction in accor- 
dance with the following procedures: 





(A) Notice of Close-Out. If the purchaser elects to close 
out a transaction in accordance with this paragraph (i), 
the purchaser shall, not earlier than the fifth business 
day following the settlement date, notify the seller by 
telephone of the purchaser’s intention to close out the 
transaction and immediately thereafter send, return 
receipt requested, a written notice of close-out to the 
seller. Such notice shall be accompanied by a copy of 
the seller’s confirmation of the transaction to be closed 
out or other written evidence of the contract between the 
parties. The notice shall state that unless the trans- 
action is completed by a specified date and time, which 
shall not be earlier than the close of the fifth business 
day following the date the telephonic notice is given, or 
as provided in subparagraph (C) below, the transaction 
may be closed out in accordance with this section. 


(B) Response. The seller shall respond to the notice of 
close-out in writing, or by telephone call promptly 
confirmed in writing, return receipt requested, within 
one business day following the date the telephonic 
notice required by subparagraph (A) is given, stating 
the seller’s reasons for failing to complete the trans- 
action. Any party receiving a notice of close-out may 
retransmit the notice to another party from whom the 
securities are due, provided that any retransmitted 
notice must be received by such other party not later 
than one business day preceding the date for close-out 
as specified on the original notice or as extended due to 
retransmittals. Each retransmittal subsequent to the 
initial retransmittal shall extend the date for close-out 
by one business day and the party retransmitting the 
notice shall attach to the notice a memorandum specify- 
ing the extended date for close-out resulting from such 
retransmittal and shall, immediately notify the pur- 
chaser originating the close-out notice of the extended 
date. Any party receiving a retransmitted notice of 
close-out shall respond to the party retransmitting the 
notice within the time periods and according to the 
procedures provided herein for the seller’s response. 


(C) Time Periods. If by the close of the fifth business 
day following the date the close-out notice was given, 
the purchaser has receive no response or notice of 
retransmittal or has received a response which fails to 
provide an adequate explanation, as described below, 
for the seller’s failure to complete the transaction, the 
purchaser may close out the transaction in accordance 
with the terms of the close-out notice. If the purchaser 
has received an adequate explanation of the seller’s 
failure to complete the transaction, the purchaser may 
not close out the transaction before the close of the 
fifteenth business day following the date the close-out 
notice was given. For purposes of this subparagraph, a 
seller shall be deemed to have provided an adequate 
explanation for its failure to complete the transaction 
only if it has an offsetting fail to receive outstanding of 
the same security and so states or if the certificates, 
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coupons or documentation required by this rule are in 
transit to the purchaser or the seller, have been sent for 
transfer, deregistration or validation, or have been lost 
or mutilated and replacements have been requested, 
and the seller so states. If the purchaser has received a 
notice of retransmittal extending the date for close-out, 
the transaction may not be closed out before the close of 
business on the latest extended date. 


(D) Purchaser’s Options. To close out a transaction as 
provided herein the purchaser may, at its option: 


(1) purchase (‘‘buy-in’’) at the current market all or 
any part of the securities necessary to complete the 
transaction, for the account and liability of the seller; 


(2) cancel the transaction as to all or any part of the 
securities necessary to complete the transaction; 


(3) accept from the seller in satisfaction of the seller’s 
obligation under the original contract (which shall be 
concurrently cancelled) the delivery of municipal 
securities which are comparable to those originally 
bought in quantity, quality, yield or price, and 
maturity, with any additional expenses or any addi- 
tional cost of acquiring such substituted securities 
being borne by the seller; or 


(4) require the seller to repurchase the securities on 
terms which provide that the seller pay an amount 
which includes [equal to] accrued interest and bear the 
burden of any change in market price or yield. 


A close-out will operate to close out all transactions 
covered under retransmitted notices. A buy-in may be 
executed from a long position in customers’ accounts 
maintained with the party executing the buy-in or, with 
the agreement of the seller, from the purchaser’s 
contra party. In all cases, the purchaser must be 
prepared to defend the price at which the close-out is 
executed relative to market conditions at the time of the 
execution. 


(E) Close-Out Not Completed. A close-out procedure 
instituted pursuant to this rule (including any action by 
the purchaser pursuant to subparagraph (D) of this 
paragraph) must be completed not later than the 
thirtieth business day following the settlement date. If 
a close-out pursuant to a notice of close-out is not 
completed in accordance with the terms of the notice 
and the provisions of this rule, the notice shall expire. 
Additional close-out notices may be issued, provided 
that a close-out procedure initiated pursuant to this rule 
with respect to a transaction must be completed not 
later than the thirtieth business day following the 
settlement date, regardiess of the number of close-out 
notices issued. Anything herein to the contrary 
notwithstanding, each time period specified in this sub- 
paragraph (E) shall be extended by one business day 
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for each retransmittal of the notice of close-out 
subsequent to the initial retransmittal. 


(F) ‘‘Cash’’ Transactions. The purchaser may close out 
transactions made for ‘‘cash’’ or made for or amended 
to include guaranteed delivery at the close of business 
on the day delivery is due. 


(ii) Close-Out by Seller. If a seller makes good delivery 
according to the terms of the transaction and the 
requirements of this rule and the purchaser rejects 
delivery, the seller may close out the transaction in 
accordance with the following procedures: 


(A) Notice of Close-Out. If the seller elects to close out 
a transaction in accordance with this paragraph (ii), the 
seller shall, not later than the close of business on the 
date of rejection of delivery, notify the purchaser by 
telephone of the seller’s intention to close out the trans- 
action and immediately thereafter send, return receipt 
requested, a written notice of close-out to the 
purchaser. Such notice shall be accompanied by a copy 
of the purchaser’s confirmation of the transaction to be 
closed out or other written evidence of the contract 
between the parties. The notice shall state that unless 
the transaction is completed by a specified date and 
time, which shall not be earlier than the close of the 
[third] business day following the date the telephonic 
notice is given, the transaction may be closed out in 
accordance with this section. 


(B) Execution of Close-Out. Not earlier than the close 
of the business day following the date telephonic notice 
of close-out is given to the purchaser, the seller may 
sell out the transaction at the current market for the 
account and liability of the purchaser. 


(iii) Notice of Executed Close-Out. The party executing 
a close-out shall, immediately upon execution, notify 
via hand delivery or other written media having 
same-day receipt capabilities, the party for whose 
account and liability the transaction was closed-out, 
stating the means of closing out utilized the forwarding 
a copy of the confirmation of the executed transaction, 
if any. 


(iv) Close-Out Under Special Rulings. Nothing herein 
contained shall be construed to prevent brokers, 
dealers or municipal securities dealers from closing out 
transactions as directed by a ruling of a national 
securities exchange, a registered securities association 
or an appropriate regulatory agency issued in connec- 
tion with the liquidation of a broker, dealer or municipal 
securities dealer. 


(v) Procedures Optional. Nothing herein contained 
shall be construed to require the parties to follow the 
close-out procedures herein specified if they otherwise 
agree. 
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(i) Good Faith Deposits. Good faith deposits shall be 
returned by the manager of a syndicate or similar 
account formed for the purchase of securities from an 
issuer, to the members of the syndicate or account 
within two business days following the date of settle- 
ment with the issuer, or, in the event the syndicate or 
account is not successful in purchasing the issue, within 
two business days following the return of the deposit 
from the issuer. 


(j) Settlement of Syndicate or Similar Account. Final 
settlement of a syndicate or similar account formed for 
the purchase of securities shall be made within 60 days 
following the date all securities have been delivered by 
the syndicate or account manager to the syndicate or 
account members. 


(k) Any credit designated by a customer in connection 
with the purchase of securities as due to a member of a 
syndicate or similar account shall be distributed to such 
member by the municipal securities broker or munici- 
pal securities dealer handling such order within 30 
business days following delivery of the securities to the 
customer. 


(1) Effective Date. The requirements of this rule shall 
become effective on December 7, 1977, with the excep- 
tio of the requirements set forth in item (c)(v)(F), which 
shall become effective on January 1, 1979. 


* * * * 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
MSRB, and, in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission. 


George A. Fitzsimmons 
Secretary 


September 8, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13940/September 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORAT- 
ED 


File No. SR-MSE-77-33 





The Midwest Stock Exchange, Incorporated submitted 
on September 6, 1977 a proposed rule change under 
Rule 19b-4 to clarify existing Exchange procedures 
regarding the execution of odd-lot orders in dually 
traded and exclusive MSE listed issues. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 12, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-33. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copes of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13941/September 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY BOSTON STOCK EXCHANGE 


File No. SR-BSE-77-3 


The Boston Stock Exchange submitted on September 1, 
1977 a proposed rule change under Rule 19b-4 to 
reduce the time in which the Exchange can take action 
for non-payment of dues, fees, fines or assessments. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 12, 
1977. In order to.assist the commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, interest- 
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ed persons are invited to submit written data, views 
and arguments concerning the submission within 21 
days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange commission, 500 
North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-BSE-77-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20159/September 6, 1977 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


(70-6011) 


SUPPLEMENTAL ORDER AUTHORIZING SALE 
PURSUANT TO REALLOCATION TO OVERSUB- 
SCRIBING SHAREHOLDERS AND/OR TO ONE OR 
MORE BROKER DEALERS OF APPROXIMATELY 
15,000 SHARES OF COMMON STOCK NOT SOLD 
PURSUANT TO AN UNDERWRITTEN RIGHTS 
OFFERING 


General Public Utilities Corporation (‘‘GPU’’), a regis- 
tered holding company, has filed a post-effective 
amendment to its declaration previously filed with this 
Commission pursuant to Sections 6(a), 7, and 12(c) of 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’) and Rules 42 and 50 promulgated thereunder 
regarding the following proposed transaction. 


By prior order of the Commission in this proceeding 
(HCAR No. 20087), GPU was authorized to issue and 
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sell up to 3,770,000 shares of its authorized but 
unissued shares of common stock. In its post-effective 
amendment GPU states that it received and accepted 
basic subscriptions for 3,360,963 shares, leaving 
409,037 shares available for oversubscription, and that 
it received oversubscriptions fer an aggregate of 
3,300,000 shares, making it necessary to allocate the 
409,037 shares available for oversubscription. Such 
allocation was made by allocating a minimum of one 
share to each oversubscription and otherwise allocating 
in proportion to basic subscription rights (but not in 
excess of the number of shares requested in any 
oversubscription). As a result, a substantial number of 
the allocations were for less than 10 shares. Largely as 
a consequence of these small allocations, approximate- 
ly 7,200 of those oversubscribing did not complete their 
oversubscription and GPU now has approximately 
15,000 shares of those originally offered which were not 
sold. 


GPU proposes to sell these remaining shares (a) by 
making additional allocations to some of those who 
submitted oversubscriptions which were only partially 
accepted, and (b) to the extent this is not feasible, by 
selling any remaining shares to one or more broker 
dealers at the then current market price (which will be 
in excess of the subscription price). 


There are no fees or expenses to be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20160/September 6, 1977 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6036) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING; 
RESERVATION OF JURISDICTION 


Alabama Power Company (‘‘Alabama’’), a public-utili- 
ty subsidiary company of The Southern Company, a 
registered holding company, has filed an application 
and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed transac- 
tion. 


Alabama proposes to issue up to 500,000 shares of its 
Preferred Stock, with a par value of $100 per share (the 
‘*new Preferred Stock’’), and to sell such securities at 
competitive bidding for the best price obtainable but for 
a price to Alabama of not less than $100 per share nor 
more than $101.75 per share, which shall also be the 
public offering price of such shares. In addition, 
Alabama proposes to pay to the purchasers of the new 
Preferred Stock compensation for the purchase or 
underwriting of the shares. 


The terms of the new Preferred Stock will be 
established by resolution of the board of directors of 
Alabama. Although no such determination has yet been 
made, Alabama may, if it deems it desirable to do so, 
make provision for a cumulative sinking fund for the 
benefit of the new Preferred Stock which would 
retire not more than 5% annually of the number 
of shares initially issued, commencing five years after 
the sale, with the noncumulative option on any sinking 
fund date, commencing five years or later after the 
sale, of redeeming an additional like number of shares. 


Alabama proposes to use the proceeds from the sale of 
the new Preferred Stock, along with other funds, 
including (1) proceeds derived from a proposed sale of 
up to $200,000,000 principal amount of first mortgage 
bonds presently planned to be issued and sold in 
October, 1977, or as soon thereafter as practicable, as 
proposed in the notice of the present application 
(HCAR No. 20128): (2) funds received in July, 1977 
from the sale of $100,000,000 principal amount of First 
Mortgage Bonds, 83%4% Series due July 1, 2007, (3) 
$33,949,000 of funds from tax-exempt bond issues of 
public authorities for financing certain of Alabama’s 





pollution control facilities, (4) $95,000,000 of additional 
equity funds from The Southern Company and (5) 
$28,938,000 from the net change in notes payable, from 
other financings of types and in amounts to be 
determined and from usual internal sources, to finance 
its 1977 construction costs, estimated to be 
$497, 147,000, to pay a portion of notes payable incurred 
for such purpose and to retire $10,740,000 principal 
amount of first mortgage bonds. 


The fees and expenses to be incurred in connection with 
the sale of the new Preferred Stock are estimated at 
$123,000 including legal fees of $32,500 and accountant 
fees of $7,500. The fee of counsel for the underwriters 
is estimated to be $12,250 and is to be paid by the 
successful bidders. The Alabama Public Service 
Commission has authorized the issuance and sale of the 
new Preferred Stock. It is stated that no other state or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20128), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgat- 
ed under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is reserved with respect to the issuance and sale 
of up to $200,000,000 principal amount of first 
mortgage bonds as to which the record is not yet 
complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20161/September 7, 1977 


SEC DOCKET/37 





In the Matter of 


OHIO POWER COMPANY 
301 Cieveland Avenue, S.W. 
Canton, Ohio 44701 


(70-6049) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND TO A DEALER IN COMMERCIAL 
PAPER AND REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(‘‘Ohio’’), an electric utility subsidiary company of 
American Electric Power Company, Inc., a registered 
holding company, has filed an application with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 6(b) 
of the Act and Rules 50(a)(2) and 50(a)(5) promulgated 
thereunder as applicable to the proposed transactions. 
All interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Ohio requests that, from the date of the granting of this 
application to December 31, 1978, the exemption from 
the provisions of Section 6(a) of the Act afforded to it by 
the first sentence of Section 6(b) of the Act, relating to 
the issue of short-term notes, be increased to the extent 
necessary to cover the issuance and sale of notes to 
banks, to dealers in commercial paper and the issuance 
and sale of notes to banks, to dealers in commercial 
paper and demand notes to bank trust departments in 
an aggregate amount not to exceed $150,000,000 out- 
standing at any one time. In no event will the amount 
outstanding be in excess of the maximum amount 
allowable both under its Articles of Incorporation and 
the consent granted by its Cumulative Preferred stock- 
holders permitting an increase in the amount of 
unsecured short-term debt that Ohio could incur. The 
notes are to be issued from time to time prior to 
December 31, 1978, as funds may be required, 
provided that none of the notes, commercial paper, and 
demand notes to bank trust departments will mature 
later than June 30, 1979. As of June 30, 1977, Ohio had 
short-term notes, including commercial paper and 
demand notes, outstanding in an aggregate amount of 
$77,007,000. 


Each note payable to a bank to be issued by Ohio will 
mature not more than 270 days after the date of 
issuance or renewal thereof, will bear interest at an 
annual rate of interest not greater than the prime rate 
of commercial banks in effect at the time of issuance or 
in effect from time to time and will be prepayable at any 
time without premium or penalty. In the case of most of 
the banks from which Ohio proposes to borrow, 
sufficient bank balances to meet operating and financial 
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needs are kept at such banks to satisfy any 
compensating balance requirements of such banks in 
connection with any borrowings. If the average of such 
bank balances were maintained solely in order to fulfill 
the prevailing compensating balance requirements of 
such banks, generally up to about 20%, the effective 
interest cost to Ohio of issuance and sale of such notes 
to such banks would be approximately 1.75% above the 
prevailing current prime commercial rate of 7%, or 
about 8.75%. In the case of those banks in which Ohio 
does not maintain bank balances for operating and 
financial needs, Ohio will be required to maintain 
compensating balances (or alternatively, pay a fee) 
equivalent generally to no more than 10% of the 
amount of credit made available by each bank and 10% 
of the amount of any borrowings. If the full amount 
were borrowed from these banks, the maximum effec- 
tive interest cost to Ohio would be approximately 
1.75% above the current prime commercial rate of 7%, 
or about 8.75%. Ohio states that it will file with the 
Commission, by Post-Effective Amendment, lists of 
other banks not previously identified in filings with the 
Commission in this proceeding to which it proposes to 
issue and sell notes, and no such notes will be issued 
and sold to such banks not previously identified prior to 
the issuance of a Supplemental Order by the 
Commission in connection therewith. Such Post-Effec- 
tive Amendments will also indicate the compensating 
balance or fee requirements of such banks if they 
exceed the terms described above. 


Ohio also proposes to issue commercial paper in the 
form of promissory notes in denominations of not less 
than $50,000 nor more than $5,000,000. Such notes will 
be of varying maturities with no maturity more than 270 


.days after the date of issue, and will not be prepayable 


prior to maturity. The commercial paper notes will be 
sold directly by Ohio to Lehman Commercial Paper 
Incorporated (the ‘‘Dealer’’), at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper notes will 
be issued having a maturity of more than 90 days at an 
effective interest cost which exceeds the effective 
interest cost at which Chio could borrow from banks. 
The Dealer will reoffer the commercial paper notes to 
not more than 200 of the Dealer’s customers indentified 
and designated in a nonpublic list prepared by the 
Dealer in advance. It is expected that such customers of 
the Dealer will hold the commercial paper notes to 
maturity, but, if any such customer wishes to resell 
such commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreernent, will repur- 
chase such commercial paper sold by it and reoffer it to 
other customers on its nonpublic list. 


Ohio also proposes to issue and sell its demand notes to 
the trust departments of The Cleveland Trust 
Company, Cleveland, Ohio, and The Fidelity Bank, 


¢ 


6 





nena | 








Q 


Philadelphia, Pennsylvania, in the maximum amounts 
of $10,000,000 and $20,000,000, respectively. It is 
stated that the bank trust departments have a flow of 
funds, as fiduciary for various accounts, which would 
be available for investment in such demand notes. 
These demand note will be in the form of promissory 
notes in denominations of not less than $1,000 bearing 
an interest rate equivalent to not more than the sum of 
%% and the highest rate paid daily by General Motors 
Acceptance Corporation on its commercial paper with 
a maturity of less than 180 days. Notes issued from 
January 1 to June 30 will mature July 1 of the same year 
and those issued from July 1 to December 31 will 
mature on January 1 of the following year. The bank 
trust departments will have the right to demand 
payment at any time, and Ohio will have the right to 
repay, without penalty, all or any part of the principal 
amount of such demand notes outstanding. 


On August 17, 1977, the highest rate paid by General 
Motors Acceptance Corporation on its commercial 
paper with a maturity of less than 180 days was 5%4%. 
This rate plus the %4% referred to above was ap- 
proximately 3/8% less than the rate at which Ohio 
was then able to issue commercial paper of comparable 
maturities and approximately 234% below the effective 
rate for bank borrowings based on a prime rate of 7% 
and compensating balances, or equivalent fees, of 
20%. It is stated that based on past experience, the rate 
on these demand notes will consistently be lower than 
the comparable rates for commercial paper and bank 


borrowings including the effect of compensating 
balances. 


The proceeds from the issue and sale of the notes will 
be used by Ohio to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future 
construction program. Such construction expenditures 
for the years 1977 and 1978 are estimated at approxi- 
mately $184 ,000,000 and$203,000,000, respectively, ex- 
clusive of the cost of the construction program of Ohio’s 
subsidiary, Ohio Electric Company. Estimates of this 
subsidiary’s construction expenditures for the years 
1977 and 1978 are approximately $11,000,000 and 
$10,000,000, respectively. 


Ohio claims exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks and demand notes to bank trust 
departments pursuant to paragraph (a)(2) thereof. 
Additionally, Ohio requests exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof on the grounds 
that it is not practicable to invite competitive bids for 
commercial paper. 





The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $12,000. It is 
stated that no state commission and no _ federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 29, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, 
may be granted as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20162/September 8, 1977 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-6048) 


NOTICE OF PROPOSALS TO AMEND ARTICLES OF 
INCORPORATION TO RECLASSIFY PRESENTLY 
OUTSTANDING SHARES OF PREFERRED STOCK 
AND INCREASE AUTHORIZED PREFERRED 
STOCK, AND TO ISSUE AND SELL PREFERRED 
STOCK AT COMPETITIVE BIDDING 
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NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (‘‘Jersey Central’’), an electric utility 
subsidiary company of General Public Utilities Corpora- 
tion, a registered holding company, has filed an 
application-declaration with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 6(a), 6(b) and 7 of the 
Act and Rules 42(a) and 50 promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Jersey Central proposes to amend its articles of 
incorporation (‘‘Articles’’) (1) to change each of its out- 
standing shares of preferred stock into a share without 
par value but with a stated value of $100 per share, and 
(2) to increase its authorized preferred stock, presently 
consisting of 2,000,000 shares, par value $100 per 
share, or an aggregate of $200,000,000 (of which 
1,600,000 shares, or an aggregate of $160,000,000, are 
presently outstanding), to 15,600,000 shares without 
par value but with a maximum aggregate stated value 
of $300,000,000. It is stated that the proposed 
reclassification will not affect the dividend, liquidation, 
voting or other rights of the holders of outstanding 
shares of preferred stock, and will make it feasible for 
Jersey Central to issue additional series of preferred 
stock from time to time at a unit price (e.g., $25 per 
share) which appears to be most readily marketable. 
The proposed amendment to the Articles will provide 
that each share of preferred stock will have such voting 
rights as is proportionate to the ratio of (i) the stated 
value of such share to (ii) the stated value of all shares 
of Jersey Central preferred stock then outstanding. It is 
further provided in the proposed amendment that the 
stated value of each share shall be equal to the capital 
furnished to Jersey Central for such share, and will also 
be equal to such share’s preferential claim in the event 
of Jersey Central’s involuntary liquidation, dissolution, 
or winding up. It is further stated that the amendment 
of the Articles will require the favorable note of the 
hoider of Jersey Central’s common stock. GPU, the 
holder of all the outstanding Jersey Central common 
stock, has advised Jersey Central that it intends to vote 
the outstanding common stock in favor of the proposed 
amendment. 


Jersey Central also proposes to issue and sell, subject 
to the competitive bidding requirements of Rule 50 
under the Act, up to 2,000,000 shares of Cumulative 
Preferred Stock, _% Series H (the ‘‘New Preferred 
Stock’’). The New Preferred Stock will be similar to 
Jersey Central’s outstanding series of cumulative 
preferred stock (after the proposed amendment 
referred to above) except that (1) the New Preferred 
Stock wil! have a stated value of $25 per share, (2) the 
dividend rate and redemption prices of the New 
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Preferred Stock will be determined as a result of 
competitive bidding, and (3) the New Preferred Stock 
will contain a provision which precludes Jersey Central 
from redeeming any such shares prior to October 1, 
1982, if the funds for such redemption are obtained 
directly or indirectly from borrowings or the issuance of 
stock at a lower effective interest or dividend cost than 
the dividend cost of the New Preferred Stock. 


The proceeds ($50,000,00C, exclusive of underwriting 
commissions and expenses of the offering) of the New 
Preferred Stock are expected to be applied to the 
payment at or before maturity of all of Jersey Central’s 
$40,000,000 principal amount of short-term bank loans 
expected to be outstanding at the date of sale of such 
stock, and the balance will be applied to finance Jersey 
Central’s 1977 construction program. At August 26, 
1977, Jersey Central had $33,000,000 of short-term 
bank loans outstanding. The estimated cost of Jersey 
Central’s 1977 construction program is $220,000,000 
(including allowance for funds used during construc- 
tion). 


The fees and expenses to be incurred by Jersey Central 
in connection with the proposed transactions are 
estimated at $140,000, including legal fees of $24,000. 
The fees and expenses of counsel for the underwriters, 
to be paid by the successful bidders, will be supplied by 
amendment. It is stated that the Board of Public Utility 
Commissioners of New Jersey has jurisdiction over the 
proposed amendments to the Articles and the proposed 
issuance and sale of the New Preferred Stock and that 
no other state commission, and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 3, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised bysuch applica- 
tion-declaration which he desires to controvert, or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in the 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
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request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20163/September 8, 1977 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 
New Castle, Pennsylvania 16103 


(70-6052) 


NOTICE OF PROPOSALS TO INCREASE AUTHORIZ- 
ED SHARES OF PREFERRED STOCK AND TO ISSUE 
AND SELL PREFERRED STOCK TO AN INSURANCE 
COMPANY; REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Power 
Company (‘‘Penn Power’’), an electric utility subsidiary 
company of Ohio Edison Company, a registered holding 
company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(b) and 12(c) of the Act and Rules 42 and 50(a)(5) 
promulgated thereunder as applicable to the following 
proposed transactions. All interested persons are 
referred to the application-declaration, which summar- 
ized below, for a complete statement of the proposed 
transactions. 


Penn Power proposes to issue and sell up to 100,000 
shares of its preferred stock, par value $100, of a new 
series (‘‘New Preferred Stock’’) to The Prudential 
Insurance Company of America (‘‘Prudential’’) for $100 
per share in a direct private placement. No finder’s or 
other fee, commission or remuneration is to be paid 
directly or indirectly in connection with the issue, sale 
or distribution of the New Preferred Stock. Penn Power 
will pay all of Prudential’s reasonable out-of-pocket 
expenses arising in connection with the transaction, 
including the fees of Prudential’s counsel. 





The New Preferred Stock will be identical in all respects 
to the presently outstanding shares of Penn Power’s 
preferred stock, except as to dividend rate and payment 
dates, terms of redemption and sinking fund require- 
ments, which terms are being negotiated with 
Prudential and will be supplied by amendment. No 
shares of the New Preferred Stock may be redeemed 
prior to the fifth anniversary of its issuance if the funds 
for such redemption are obtained directly or indirectly 
from borrowings or the issuance of stock at a lower 
effective interest or dividend cost than the dividend cost 
of the New Preferred Stock. 


Penn Power requests an exemption from the competi- 
tive bidding requirements of Rule 50 pursuant to Rule 
50(a)(5) on the grounds that the sale will be made 
pursuant to a private placement without the involve- 
ment of any investment banking firm or other party to 
whom acommission would be paid and the terms of the 
New Preferred Stock will be based on prevailing market 
conditions. 


The proceeds from the sale of the New Preferred Stock 
will be used to repay unsecured short-term debt 
(estimated to aggregate approximately $10,800,000 at 
the time of such issuance), and the balance, if any, will 
be applied to Penn Power’s construction program, 
which is estimated at approximately $73,672,000 for 
1977. 


Penn Power also proposes to increase its authorized 
shares of preferred stock, par value $100, from 500,000 
to 740,000 shares. Penn Power presently has 951 shares 
of authorized but unissued preferred stock. In addition 
to the 100,000 shares of New Preferred Stock proposed 
to be sold, it is contemplated that Penn Power will sell 
60,000 shares of preferred stock in 1978 and 80,000 
shares of preferred stock in 1979. It is stated that the 
shares of preferred stock in 1979. It is stated that the 
proposed increase in authorized preferred shares 
requires the approval of the holder of Penn Power’s 
common stock. Ohio Edison, the holder of all the 
outstanding Penn Power common stock, has indicated 
that it intends to approve the increase in authorized 
preferred shares. 


The fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by 
amendment. It is stated that the Pennsylvania Public 
Utility Commission has jurisdiction over the proposed 
issue and sale of the New Preferred Stock and that no 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than October 5, 1977, request in 
writing that a hearing be held on such matter, stating 
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the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said applica- 
tion-declaration which he desires to controvert; or he 
may request that he be notified if the Commission 
should order ahearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicant-declarant at the above-stated address and 
proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20164/September 8, 1977 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 07054 


(70-6053) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTIONS 
BY HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (‘‘Penelec’’), an electric utility subsidiary 
company of General Public Utilities Corporation, a 
registered holding company, has filed a declaration 
with this Commision pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), designating 
Section 12(b) of the Act and rule 45 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 
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Penelec requests that it be authorized to make, from 
time to time during 1977, cash capital contributions to 
its subsidiary, Nineveh Water Company (‘‘Nineveh’’), 
of up to $200,000. It is stated that Penelec has made 
cash contributions of $27,000 to Nineveh through 
August 30, 1977, and anticipates making further capital 
contributions of up to $23,000 before September 30, 
1977, such contributions being exempted from Com- 
mission approval pursuant to Rule 45 (b)(4). 


The $200,000 cash capital contributions will be utilized 
by Nineveh for the purpose of financing its business as 
a public utility, including the restoration of service and 
the repair of facilities damaged by the Johnstown, 
Pennsylvania flood which occurred in July, 1977. The 
estimated damages suffered by Nineveh as a result of 
the flood, not covered by insurance, for which funds 
will be required during the balance of the year 1977 
include $50,000 for the restoration of service and 
$100,000 for increased operating costs. Nineveh also 
requires $50,000 cash capital contributions during the 
year 1977 in connection with its normal operations, 
resulting in total capital cash contribution requirements 
of $200,000 during 1977. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $3,600, 
including legal fees of $1,500. It is stated that no state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 29, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20165/September 8, 1977 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
GEORGIA POWER COMPANY 

GULF POWER COMPANY 

MISSISSIPP! POWER COMPANY 
SOUTHERN COMPANY SERVICES, INC. 


SOUTHERN ELECTRIC GENERATING COMPANY 


(70-6040) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO THE SYSTEM’S 
EMPLOYEE STOCK OWNERSHIP PLAN 


The Southern Company (‘‘Southern”), a registered 
holding company, and its above-named subsidiary 
companies have filed an application-declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(a), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’?) and Rule 
50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transactions. 


Southern proposes to issue and sell from time to time 
through September 30, 1978, a maximum of 
$15,000,000 of its authorized but unissued common 
stock, par value $5 per share, in order to provide 
common stock to fund The Employee Stock Ownership 
Plan of the Southern Company System (‘‘Plan’’). 
Southern intends to apply the proceeds from the 
proposed sale of the commonstock for further equity 
investments as authorized by this Commission (File No. 
70-5978) and for other corporate purposes. 


The application-declaration states that in order to 
encourage and assist employees of Southern’s subsidi- 





aries to acquire ownership of Southern’s common stock 
and thereby promote in the employees a strong interest 
in the successful operation of The Southern Company 
System, Southern Company Services, Inc., Alabama 
Power Company, Georgia Power Company, Gulf Power 
Company, Mississippi Power Company, and Southern 
Electric Generating Company (the ‘‘Employing Power 
Companies”) have adopted the Plan, effective January 
1, 1976, in accordance with Section 301(d) of the Tax 
Reduction Act of 1975, as amended, and Section 401(a) 
of the Internal Revenue Code of 1954, as amended. The 
Employing Companies will be entitled to an additonal 
1% investment tax credit which they otherwise would 
not be able to claim. Thus, in effect, money that would 
otherwise be paid in taxes is used, as described below, 
to provide employees with an ownership interest in 
Southern. 


Under the Plan, the Employing Companies will, in each 
calendar year, obligate themselves to contribute cash or 
common stock of Southern having an aggregate value 
equal to 1% of the amount of their qualified investment 
in property in respect of which investment tax credit 
has been claimed by the Employing Companies in their 
consolidated Federal income tax return for the 
preceding year. The Plan will be administered by the 
Plan Committee, the members of which are appointed 
by the Board of Directors of Southern Company 
Services, Inc. Contributed cash and common stock will 
be held in trust (the ‘‘Trust’’) under the Employees’ 
Stock Ownership Plan Agreement of Trust for the 
benefit of participating employees of the Employing 
Companies. Generally, each employee who has been 
employed at least one year and who is at least 
twenty-five years of age automatically participates in 
the Plan. (Union employees participate in the Plan only 
if their union representative and the Employing 
Company so agree.) 


Cash contributed under the Plan is to be primarily 
invested in common stock of Southern. In addition, cash 
dividends paid on the common stock of Southern held in 
the Trust will, unless a participant elects to have 
dividends allocated to his account paid to him currently, 
be reinvested in additional shares of Southern’s 
common stock. Common stock which the Employing 
Companies contribute to the Trust, as well as common 
stock purchased by the Trust, may be purchased on the 
open market or by private purchase, including 
purchases directly from Southern; however, it is 
currently anticipated that such common stock will be 
primarily purchased directly from Southern. The 
purchase price per share of common stock purchased by 
the Employing Companies or by the Trust (with 
contributed cash) will: (a) if the stock is purchased on 
the open market, be the market price thereof; (b) if the 
stock is purchased directly from Southern, be either (1) 
an amount equal to the closing price of Southern’s 
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common stock on the New York Stock Exchange for the 
trading day immediately preceding the date of pur- 
chase, or (2) the 20-Day Average, or (3) such other 
price, if any, as may be prescribed by the Internal 
Revenue Code of 1954, as amended, or by the Internal 
Revenue Service in rules or regulations relating to 
plans similar to the Plan; and (c) if the stock is 
purchased privately other than from Southern, be no 
greater than the highest of the prices specified in (b) 
above. In reinvesting cash dividends allocated to a 
participant’s account, the Trust may purchase common 
stock under Southern’s Dividend Reinvestment and 
Stock Purchase Plan (at the price provided for in such 
plan), on the open market, or by private purchase, 
including purchases directly from Southern (at the 
prices described above). 


All costs of establishment and administration of the 
Plan and the Trust, in excess of those costs allowed by 
the Internal Revenue Code of 1954 and the Tax 
Reduction Act of 1975 to be paid from contributions to 
the Trust, will be paid by the Employing Companies. 


Under the Plan, the number of shares allocated to a 
participating employee’s account with respect to any 
calendar year will generally be an amount which bears 
the same relation to the aggregate amount of all shares 
to be allocated with respect to that year as the amount 
of compensation (up to $100,000) actually paid to such 
participating employee during that year bears to the 
total compensation (up to $100,000 for each participat- 
ing employee) paid to all participating employees 
during that year. Amounts credited to the account of a 
participant under the Plan shall be fully vested and 
nonforfeitable. Participants in the Plan are not allowed 
to make contributions thereto on their own behalf. 
Participants in the Plan (or their beneficiaries) receive 
the shares held in the Trust for their benefit only in the 
event that the participant ceases to be an employee or 
upon the showing by a participant of an unusual or 
special situation in his financial affairs requiring the 
withdrawal of shares. 


Each employee who is a participant in the Plan will be 
entitled to direct the manner in which voting rights on 
shares of common stock credited to his or her account 
under the Plan are to be exercised. Shares for which 
voting instructions are not received will not be voted. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $12,000, 
including legal fees of $6,000. No State or Federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20133), and no 
hearing has been requested of or ordered by the 
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Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said applica- 
tion-declaration, as amended, be, and it hereby is, 
granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgted under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20166/September 8, 1977 
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SECURITIES ACT OF 1933 
Release No. 5863/September 8, 1977 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 482/September 1, 1977 


The Securities and Exchange Commission has issued 
an order under the Trust Indenture Act (‘‘Act’’) on 
application of Public Service Electric and Gas 
Company, exempting its First and Refunding Mortgage 
Bonds, % Series |, due September 1, 2007, from 
the provisions of Section 316(a)(1) of the Act. 








TRUST INDENTURE ACT OF 1939 
Release No. 483/September 6, 1977 


The Securities and Exchange Commission has issued 
an order on an application by The Standard Oil 
Company, an Ohio corporation (‘‘Sohio’’), and Sohio 


») 





Pipe Line Company, a Delaware corporation (‘‘Sohio 
Pipe Line’’), pursuant to Section 310(b)(1)(ii) of the 

rust Indenture Act of 1938 (the ‘‘Act’’) declaring that 
the trusteeship of Morgan Guaranty Trust Company of 
New York (‘‘Morgan Guaranty’’) under an indenture 
dated as of December 1, 1974, with Sohio/BP Trans 
Alaska Pipeline Finance Inc. (which name has since 
been changed to Sohio/ BP Alaska Pipeline Capital Inc.) 
and three indentures each dated as of December 1, 
1976 with Sohio, all of which are qualified under the 
Act, and under a new indenture dated as of July 1, 
1977, with the City of Valdez, Alaska, which is not 
qualified under the Act, are not so likely to involve a 
material conflict of interest as to make it necessary in 
the public interest or for the protection of investors to 
disqualify Morgan Guaranty from acting as trustee 
under any of these indentures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9916/September 1, 1977 


r a 
SECURITIES ACT OF 1933 


Release No. 5862/September 1, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9917/September 2, 1977 


In the Matter of 


AGEC SECURITY CORPORATION 
2200 Bow Valley Square 2 

205 Fifth Avenue S.W. 

Calgary, Alberta, Canada T2P 2W4 


(812-4163) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that AGEC Security 
Corporation (‘‘Applicant’’), a corporation organized 
under the laws of the State of Delaware on March 29, 
1977, filed an application on July 22, 1977, and an 
amendment thereto on August 29, 1977, for an order of 
the Commission pursuant to Section 6(c) of the Invest- 





ment Company Act of 1940 (‘‘Act’’) exempting Appli- 
cant from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
made therein, which are summarized below. 


Applicant is a wholly-owned subsidiary of The Alberta 
Gas Ethylene Company Ltd. (‘‘Alberta Gas Ethylene’), 
incorporated under the laws of the Province of Alberta, 
Canada. Alberta Gas Ethylene is, in turn, a wholly- 
owned subsidiary of The Alberta Gas Trunk Line 
Company Limited (‘‘Alberta Gas Trunk Line’’), 
incorporated by Special Act of the Legislative Assembly 
of the Province of Alberta. Alberta Gas Trunk Line is a 
publicly owned corporation whose shares are listed and 
traded on the Toronto Stock Exchange. Applicant, a 
special purpose corporation, has been organized for the 
purpose of borrowing in the United States approximate- 
ly 88% of the cost of construction of a 1.2 billion pound 
per year ethylene plant (the ‘‘Ethylene Plant’’) near 
Red Deer, Alberta, Canada, and approximately 95 
miles of pipeline from Red Deer to Fort Saskatchewan, 
Alberta (the Ethylene Plant together with the pipeline 
being hereinafter referred to as the ‘‘Project’’). The 
Project will be owned and operated by Alberta Gas 
Ethylene. Applicant does not intend to conduct any 
other business. 


Applicant plans to issue debt securities in the form of 
secured noted due December 31, 1998 (‘‘Notes’’) to 
approximately nine United States insurance companies 
in transactions exempt from the registration require- 
ments of the Securities Act of 1933, as amended, by 
virtue of the provisions of Section 4(2) thereof. The 
Notes will be guaranteed as to principal, premium, if 
any, and interest by Alberta Gas Ethylene and, in all 
circumstances except where normal repayment is 
interrupted by war in Canada or expropriation of assets 
in Canada, by The Dow Chemical Company (‘‘Dow 
U.S.’’) a Delaware corporation. The guarantee by 
Alberta Gas Ethylene will be secured by a charge on 
substantially all is assets, including its interest in the 
Project and all Applicant’s stock. 


The net proceeds of the sale of the Notes will be 
approximately $325,000,000 (U.S.) or an amount not 
greater than 88% of the cost of the Project. In no event 
will such proceeds be increased or decreased in excees 
of 15% of $325,000,000. Upon receipt of any portion of 
the proceeds, such proceeds will be deposited in trust 
with a Canadian trust company (‘‘Trustee’’) which will, 
at the direction of Alberta Gas Ethylene, deposit such 
proceeds with a group comprised of up to five of the 
leading Canadian chartered banks (‘‘Banks’’); the 
Banks will, in turn, issue certificates of deposit to the 
Applicant. The certificates of deposit will have identical 
terms as to interest rate, maturity and repayment 
schedule as the Notes to be issued by Applicant (except 
as provided below) and will thus provide Applicant with 
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funds to repay the Notes. 


On receipt of proceeds upon issuance of the certificates 
of deposit, the Banks will concurrently purchase from 
Alberta Gas Ethylene income debentures (‘‘Income 
Debentures’’) in the same amount as the proceeds to 
deposited. The Income Debenture interest will be 
payable only out of the income of Alberta Gas Ethylene 
and will mature not later than December 31, 1987. 
Alberta Gas Ethylene will apply the proceeds of its sale 
of Income Debentures to the Banks towards the 
construction and related costs of the Project, or 
temporarily invest such proceeds pending such use. 
Utilization of the Income Debentures will provide a 
lower rate of interest to Alberta Gas Ethylene because 
of favored Canadian tax treatment to the Banks of 
receipt of interest on the Income Debentures. 


Concurrent with the maturity of the Income Debentur- 
es, Applicant will convert the certificates of deposit into 
cash and lend such cash to Alberta Gas Ethylene which, 
in turn, will use such cash for the payment of the 
Income Debentures. Such loan from Applicant to 
Alberta Gas Ethylene will be evidenced by a note due 
December 31, 1998, the same date Applicant’s Notes 
become due. Such note (‘‘A.G.E. Note’’) will have 
identical terms as to interest rate, maturity and 
repayment schedule as the remaining installments of 
the Notes. After maturity of the Income Debentures, 
the obligation of Alberta Gas Ethylene to repay the 
funds raised by Applicant for the remaining years of the 
life of the Notes will be evidenced by the A.G.E. Note. 
The balance of the cost of the Project will be arranged 
by Alberta Gas Ethylene in the form of equity or 
subordinated debt which will rank junior to the Notes 
with respect to the security for the Notes. 


The Ethylene Plant will be engineered and constructed 
by Dow Chemical of Canada, Limited (‘‘Dow Canada’’), 
a Canadian corporation and a wholly-owned subsidiary 
of Dow U.S. Dow U.S. is a publicly held corporation 
with securities registered pursuant to Section 12 of the 
Securities Exchange Act of 1934, as amended. The 
Ethylene Plant will be owned and operated by Alberta 
Gas Ethylene. Alberta Gas Trunk Line will engineer 
and construct the pipeline which is a part of the Project 
and which will also be owned and operated by Alberta 
Gas Ethylene. Dow Canada has entered into an 
ethylene sales agreement to ‘‘take-or-pay’’ for all of the 
ethylene produced by the Project at a price which will 
be sufficient to cover all debt service requirements on 
the Notes. The obligations of Dow Canada under the 
ethylene sales agreement are unconditional and are not 
dependent upon whether or not the Project is 
completed or ethylene is produced therefrom. Dow U.S. 
will guarantee the performance by Dow Canada of its 
obligations under the ethylene sales agreement except 
where normal operation of the Project is interrrupted by 
war in Canada or expropriation of assets in Canada. 
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Section 3(a)(1) of the Act defines the term ‘‘investment 
company’”’ to include any issuer which ‘‘is . . . engaged 


primarily, or proposes to engage primarily, in ine @ 


business of investing, reinvesting, or trading in 
securities.’’-Section 3(a)(3) of the Act defines 
‘investment company’’ to include any issuer which ‘‘is 
engaged or proposes to engage in the business of 
investing, reinvesting, owning, holding, or trading in 
securities, and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum of 
the value of such issuer’s total assets (exclusive of 
government securities and cash items) on an unconsoli- 
dated basis.’’ Applicant states that its only significant 
assets will be, initially, the certificates of deposit issued 
by the Banks, and later, the A.G.E. Note. Consequent- 
ly, Applicant will come within the definition of ‘‘invest- 
ment company’’ contained in Section 3(a) of the Act. 


Section 3(b)(3) of the Act, generally speaking, excepts 
from the definition of investment company any issuer, 
all the outstanding securities of which (other than 
short-term paper and directors’ qualifying shares) are 
owned by a company primarily engaged in a business 
other than investing, reinvesting, owning, holding or 
trading in securities. Because all equity securities of 
Applicant will be owned at all times solely by Alberta 
Gas Ethylene, it is asserted that the purchase of 
Applicant’s Notes will be substantially the equivalent of 
purchasing obligations of Alberta Gas Ethylene. The 
guarantees of the Notes will rank Pari passu with all 
other indebtedness of Alberta Gas Ethylene, and upon 
liquidation of Alberta Gas Ethylene, would have aclaim 
on the assets of Alberta Gas Ethylene equal to that of 
all other indebtedness of Alberta Gas Ethylene. 
Applicant claims that it is now entitled to a Section 
3(b)(3) exemption. In the future, all of the outstanding 
securities of Applicant, other than debt securities, will 
continue to be owned at all times by Alberta Gas Ethy- 
lene. Accordingly, a Section 3(b)(3) exemption would 
continue to be available to Applicant upon issuance of 
the Notes except for the fact that the Notes will be 
owned by insurance companies rather than by Alberta 
Gas Ethylene. 


The sole purpose of Applicant is to raise funds in the 
United States for its parent, Alberta Gas Ethylene, to 
own, construct and operate the Project. The payment of 
Applicant’s debt securities will not depend on the 
investment policy of Applicant. Applicant contends that 
there can be no public purpose served for applying the 
provisions of the Act to Applicant simply because, for 
substantial business reasons, Alberta Gas Ethylene 
deemed it proper to form Applicant to raise U.S. 
financing for the Project. Such reasons included the 
requirement of the U.S. finance institutions purchasing 
the Notes that the issuer thereof be a corporation 
organized under the laws of one of the States of the 
United States of America for purposes of conforming 
with legal investment laws. 


by order upon application, may conditionally or 
unconditionally exempt any person or transaction from 
any provision or provisions of the Act if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


: Section 6(c) of the Act provides that the Commission, 


Applicant has agreed, in the event that the Commission 
grants the application, to the insertion in the 
Commission’s order of the following conditions: 


(1) Commencing with the first fiscal year in which it 
issues and sells any debt securities, Applicant will file 
with the Commission within 120 days after the close of 
each fiscal year of Applicant: (a) the data required by 
Items 1.08 (except with respect to information relating 
to persons under common control with Applicant), 1.09, 
1.10 and 1.11 of Form N-1R adopted by the Commission 
pursuant to Section 30(a) of the Act, and (b) an annual 
balance sheet, income and surplus statement and 
schedule of temporary investments. 


(2) Applicant will not issue any additional debt 
securities following the issuance of the Notes unless 
Applicant shall first give written notice to the 
Commission describing the proposed issuance of such 
additional debt securities within 30 days prior to the 
date of such proposed issuance; subject, however, to 
the right of the Commission, upon request of Applicant, 
to decrease such number of days. If the Commission 
shall, after receipt of said written notice, determine 
that a substantial question shall exist as to whether or 
not the exemption granted by the Order requested 
should continue, it shall mail or otherwise give notice to 
that effect to Applicant at its offices, 2200 Bow Valley 
Square 2, 205 Fifth Avenue S.W., Calgary, Alberta, 
Canada T2P 2W4 (or at such other address as Applicant 
may have previously specified in writing to the 
Commission) within 15 days after the receipt by the 
Commission of said written notice from Applicant. 
Applicant will not consummate the proposed issuance 
of such additional debt securities except in accordance 
with an appropriate order of the Commission. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 25, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 





affidavit, or in the case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0.5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9918/September 7, 1977 


In the Matter of 

PUTNAM FUND DISTRIBUTORS, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM OPTION INCOME TRUST 
PUTNAM VISTA FUND, INC. 

PUTNAM VOYAGER FUND, INC. 

and 

PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 

Boston, Massachusetts 02110 


(812-4082) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM SECTION 22(d) 
OF THE ACT AND RULE 22d-1 THEREUNDER. 
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Putnam Convertible Fund, Inc., Putnam Equities Fund, 


Inc. The George Putnam Fund of Boston, The Putnam 


Growth Fund, The Putnam Income Fund, Inc., Putnam 
Investors Fund, Inc., Putnam Vista Fund, Inc., Putnam 
Voyager Fund, Inc. and Putnam Option Income Trust 
(‘‘Putnam Funds’’), each of which is an open-end 
diversified management investment company register- 
ed under the Investment Company Act of 1940 (‘‘Act’’), 
and Putnam Fund Distributors, Inc. (collectively 
referred to with the Putnam Funds as ‘‘Applicants’’), 
filed an application on January 27, 1977, and 
amendments thereto on May 16, and July 29, 1977, for 
an order, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’), exempting Applicants 
from the provisions of Section 22(d) of the Act and Rule 
22d-1 thereunder to the extent necessary to permit 
sales of shares of the Putnam Funds at net asset value 
plus a flat sales charge of 4.5% of the offering price to 
members of qualified groups, as defined in the 
application. 


On August 1, 1977, a notice (Investment Company Act 
Release No. 9878) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 22(d) of 
the Act and Rule 22d-1 thereunder, to the extent 
requested, be, and hereby is, granted, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9919/September 7, 1977 


In the Matter of 
INVESTORS’ CORPORATE—INCOME TRUST, 


SERIES 1 [AND SUBSEQUENT SERIES] 
VAN KAMPEN SAUERMAN, INC. 
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208 South LaSalle Street 
Chicago, Illinois 60604 


and 


DAIN, KALMAN & QUAIL, INC. 
100 Dain Tower 
Minneapolis, Minnesota 55042 


(812-4157) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 14(a) and 22(d) OF THE ACT AND 
FROM RULES 19b-1 AND 22c-1 UNDER THE ACT. 


On August 12, 1977, a notice was issued (Investment 
Company Act Release No. 9888) of an application filed 
on July 19, 1977, and amendments thereto on July 25, 
1977, and August 9, 1977, pursuant to Section 6(c) of 
the Investment Company Act of 1940 (‘‘Act’’), by 
Investors’ Corporate-Income Trust, Series 1 (and 
Subsequent Series) (‘‘Trust’’), a unit investment trust 
registered under the Act and its Sponsors, Van 
Kampen, Sauerman Inc., and Dain, Kalman & Quail, 
Inc. (‘‘Sponsors’’) (hereafter the Sponsors and the 
Trust are referred to collectively as ‘‘Applicants’’), for 
an order of the Commission exempting the Applicants 
from the provisions of Sections 14(a) and 22(d) of the 
Act, and Rules 19b-1 and 22c-1 under the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 14(a) and 22(d) of the Act, and Rules 19b-1 
and 22c-1 under the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











») @ 


> | 4 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9920/September 8, 1977 


In the Matter of 


CUMULO ALTERNATE FUND, INC. 
523 West Sixth Street 
Los Angeles, Cal. 90014 


(811-1945) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Cumulo Alternate Fund, Inc. (‘‘Applicant’’), an 
open-end, diversified, management investment com- 
pany registered under the Investment Company Act of 
1940 (‘‘Act’’), filed an application on June 10, 1977, 
and an amendment thereto on July 18, 1977, pursuant 
to Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


On August 12, 1977, a notice (Investment Company Act 
Release No. 9891) was issued of the filing of said 
application. The notice have interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
Applicant has ceased to be an investment company as 
defined in the Act. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Cumulo Alternate 
Fund, Inc., shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9921/September 8, 1977 


In the Matter of 
CUMULO FUND, INC. 


523 West Sixth Street 
Los Angeles, Cal. 90014 


(811-1708) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Cumulo Fund, Inc. (‘‘Applicant’’), an open-end, diver- 
sified, management investment company registered 
under the Investment Company Act of 1940 (‘‘Act’’), 
filed an application on June 10, 1977, and an 
amendment thereto on July 18, 1977, pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


On August 12, 1977, anotice (Investment Company Act 
Release No. 9892) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
Applicant has ceased to be an investment company as 
defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Cumulo Fund, Inc., 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8094/September 1, 1977 


U.S. v. ROBERT WALDMAN, DAVID E. DICK, AND 
COLONIAL REALTY SECURITIES COMPANY, INC. 
(U.S.D.C. Mass., Criminal Action No. 77-69-C) 


Edward F. Harrington, U.S. Attorney for the District of 
Massachusetts, and Michael J. Stewart, Regional 
Administrator for the Boston Regional Office of the 
Securities and Exchange Commission, announced that 
on August 30, 1977, Chief Federal Judge Andrew F. 
Caffrey of the U.S. District Court for the District of 
Massachusetts imposed jail sentences upon David E. 
Dick, 44, of 8 Helene Road, Newton, Massachusetts, 
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and Robert Waldman, 70, 500 Boylston Street, 
Brookline, Massachusetts. Dick was sentenced to 10 
years, and Waldman 5 years. 


On July 14, 1977, a federal district court jury sitting in 
Boston returned a verdict of guilty on 15 counts of 
securities fraud against Waldman and Dick in connec- 
tion with the offer and sale of interest in three Massa- 
chusetts real estate limited partnerships. 


Execution of the sentences of imprisonment were 
stayed pending appeal. 


For further information see Commission Releases Nos. 
7267, 7289, 7815 and 8030. 





Litigation Release No. 8095/September 1, 1977 


SEC v. BEISINGER INDUSTRIES CORPORATION, et 
al. 
Civil Action No. 75-4660-M (D. Mass.) 


Michael J. Stewart, Administrator of the Boston 
Regional Office of the Securities and Exchange 
Commission, announced that on August 12, 1977 
following an evidentiary hearing, the Honorable Frank 
J. Murray of the United States district Court for the 
District of Massachusetts issued an order temporarily 
restraining the First National Bank of Boston from 
paying, releasing or transferring any funds of Beisinger 
Industries Corporation to or for the benefit of Beisinger 
Industries of Canada, Inc., Court J. Beisinger or 
Jeanette H. Beisinger. Judge Murray scheduled a 
further hearing for August 25, 1977. 


For further information see Litigation Release Nos. 
7118 and 7526. 





Litigation Release No. 8096/September 1, 1977 


STATE OF ALABAMA v. THOMAS A FRANK 
(Ten Judicial Circuit of Alabama, Indictments Nos. 
01697, 01700 and 01701) 


Thomas L. Krebs, Director of the Alabama Securities 
Commission, Earl C. Morgan, District Attorney of the 
Tenth Judicial Circuit of Alabama, and Jule B. Greene, 
Administrator of the Atlanta Regional Office of the 
Securities and Exchange Commission, jointly announc- 
ed that on August 12, 1977 a Jefferson County Grand 
Jury in Birmingham returned three separate indict- 
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ments against Thomas A. Frank of Gardendale, 
Alabama, charging him with grand larceny in connec 
tion with the operation of College Foundation of 
America, Inc. of Birmingham, an organization which 
specialized in selling scholarship programs to the 
public several years ago. Upon being arrested, Frank 
was placed in the Jefferson County jail under $5,000 
bond on each of the charges. 





Litigation Release No. 8097/September 1, 1977 


SEC v. JAMES EDWARD HOLLENSWORTH 
(S.D. TEX) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that on August 18, 1977 Federal 
District Judge Woodrow Seals at Houston, Texas 
entered an Order of Permanent Injunction against 
James Edward Hollensworth, individually and doing 
business as Hollensworth Oil Company, of Cisco, 
Texas. Hollensworth, individually and on behalf of 
Hollensworth Oil Company, consented to the Order 
without admitting or denying the allegations contained 
in the Commission’s Complaint. The Order enjoin 
Hollensworth, individually and doing business as 
Hollensworth Oil Company, from further violations of 
the securities registration and anti-fraud provisions of 
the federal securities laws. 


The Commission’s Complaint filed June 30, 1977 
alleged that Hollensworth, individually and doing 
business as Hollensworth Oil Company, violated the 
registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale of 
unregistered securities in the form of fractional 
undivided working interests in oil and gas leases 
located in Eastland, Palo Pinto and Stephens Counties, 
Texas issued by Hollensworth Oil Company, Houston. 
The Complaint further alleged that the defendant 
raised over $1,000,000 from the sale of such interests to 
investors located throughout the United States since 
January, 1975. It was alleged that in the offer and sale 
of such interests Hollensworth made numerous misre- 
presentations and omissions of material facts, concern- 
ing among other things, the background and experi- 
ence of Hollensworth Oil Company and its manage- 
ment, the risk involved in drilling for oil and gas, the 
use of funds raised from investors and the status of 
wells previously drilled by Hollensworth Oil Company. 


For further information see Litigation Release No. 
8017. 














eo” Release No. 8098/September 6, 1977 


SEC v. FEDERAL RESOURCES, INC. ET AL. 
(N.D. TX.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
commission, today announced the filing on August 31, 
1977, of a civil injunctive complaint in federal district 
court at Dallas, Texas, against Thomas A. Curry, 
Timothy J. Curry, Federal Resources, Inc., and Thomas 
A. Curry and Timothy J. Curry, dba Curry Petroleum, 
all of Dallas, Texas. 


The complaint alleged violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of investment 
contracts comprised on filing programs relating to the 
awarding of oil and gas leases on federally owned lands 
by the Bureau of Land Management of the United 
States Department of Interior in several western states 
and fractional undivided working interests in oil and 
gas leases located in LaSalle Parish, Louisiana, 
Coleman County, Texas, and elsewhere. 


The complaint further alleged that in connection with 
the offer and sale of investment contracts Thomas A. 
Curry, Timothy J. Curry, and others under their 
direction and control made misrepresentations and 
omitted to state material facts concerning, among other 
things, value of lease rights on parcels of land on which 
investors’ names were filed, use of investors’ monies 
paid for future fulfillment of filing program contracts 
with investors, number of filings per month to be made 
under the filing program contracts, and probability of 
success in obtaining lease rights on a parcel of land asa 
result of an investment in the filing programs. 


The complaint also alleged that in connection with the 
offer and sale of fractional undivided working interests 
in oil and gas leases and/or wells, Thomas A. Curry 
and Timothy J. Curry, dba Curry Petroleum, made 
misrepresentations and omitted to state material facts 
concerning, among other things, the status of Curry 
Petroleum as an oil and gas operating company, the 
existence and location of proposed oil and gas well 
drilling ventures in which interests were sold, results of 
oil and gas well drilling ventures in which interests 
were sold, and use of monies paid by investors for 
interests in the oil and gas well drilling ventures. 





LITIGATION RELEASE NO. 8099/September 6, 1977 


UNITED STATES v. GEOFFREY H. STEINEMANN, 
ET AL 





77 Crim. 589 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’), and Robert B. Fiske, 
Jr., United States Attorney for the Southern District of 
New York, announced that on August 9, 1977 a federal 
grand jury in Manhattan returned a three count 
indictment charging Geoffrey H. Steinemann (‘‘Steine- 
mann’’), Gabriel T. Podlofsky (‘‘Podlofsky’’) and Jonas 
Aircraft and Arms Co. (‘‘Jonas’’) with violations of the 
federal securities laws in connection with a $1,900,000 
secondary public offering of the securities of Airways 
Enterprises, Inc. (‘‘Airways’’) which became effective 
on October 25, 1972. 


The indictment alleges that in September of 1972 
Steinemann agreed with Podlofsky and Marvin F. 
Rosenbaum, an unindicted co-conspirator and former 
financial officer of Airways, to purchase 10,000 shares 
of Airways’ common stock in an effort to artificially 
raise the market price of Airways’ common stock that 
was then currently being traded in order to insure the 
success of the secondary offering. The indictment 
charges that Podlofsky and Rosenbaum secretly paid 
Steinemann for Steinemann’s purchase of Airways’ 
common stock. It is further alleged that in return for 
Steinemann’s purchase, Podlofsky and Rosenbaum 
caused Airways to pay Jonas $201,000 which Airways 
then owed Jonas. This sum, it is believed, was paid 
with the proceeds of Airway’s public offering. 


In a prior related criminal action, on November 11, 1976 
and November 16, 1976, respectively, Podlofsky and 
Rosenbaum each plead guilty to two counts of a thirty- 
two (32) count indictment charging them with 
conspiracy to violate the federal securities and mail 
fraud statutes as well as the laws prohibiting the filing 
of false statements in securing loans from federally 
insured banks (See Litigation Release No. 7562). 
Podlofsky and Rosenbaum were sentenced to two-year 
prison terms on each of the two counts, the sentences to 
run concurrently. The execution of the prison sentences 
was suspended and the defendants were placed on 
probation for a two-year period. In addition, Podlofsky 
was fined $20,000 and Rosenbaum was fined $15,000. 


In a related civil action brought by the Commission on 
June 3, 1975, Podlofsky and Rosenbaum consented to 
the entry of judgments of permanent injunction. SEC v. 
Airways Enterprises, Inc., et al., 75 Civil 2635 
(S.D.N.Y.). (See Litigation Release Nos. 6926 and 
6994). 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8100/September 6, 1977 


SEC v. TOLCHIN INSTRUMENTS, INC., ET AL., 
77 Civil 4155 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’), announced the filing on 
August 23, 1977 of a Complaint in the United States 
district Court for the Southern District of New York, 
charging Tolchin Instruments, Inc. (‘‘Tolchin’’), a New 
York corporation located in Melville, New York, Martin 
Tolchin (‘‘M. Tolchin’’) of Lawrence, New York, the 
Chairman of the Board of directors, former President, 
and chief financial officer of Tolchin, and Hugo 
Schreiber (‘‘Schreiber’’) of Nauheim, West Germany, a 
Vice-President, Director and the European Operations 
Manager of Tolchin, with violations of and participating 
in violvations of the anti-fraud provisions of the 
Securities Act of 1933 and the anti-fraud provisions of 
the Securities Act of 1933 and the anti-fraud, reporting, 
and proxy provisions of the Securities Exchange Act of 
1934. 


Tolchin is engaged in the manufacture, sale, or leasing 
of musical instruments, their accessories, and sheet 
music, through fifteen subsidiaries, eleven of which are 
iocated in nine foreign countries. Tolchin’s common 
stock traded on the National Stock Exchange (‘‘NSE’’), 
a now defunct national securities exchange, until 
December 6, 1971 and then traded on the American 
Stock Exchange (‘‘AMEX’’) until trading was halted on 
March 31, 1976. 


The Complaint, which seeks final judgments of 
permanent injunction and ancillary releif against the 
three defendants, alleges that M. Tolchin and 
Schreiber knew or should have known that from 
September, 1969 to April, 1976, Tolchin filed with the 
Commission, and the AMEX or the NSE, or 
disseminated to securities holders, banks, insurance 
companies and others, a news release dated April 1, 
1976, Tolchin’s and others, a news release dated April 
1, 1976, Tolchin’s periodic reports, and its consolidat- 
ing or consolidated financial statements for the period 
1969 to 1975 which contained false and misleading 
statements and which omitted to state material facts 
concerning the company’s net profits and net worth. 
Such false and misleading statements and material 
omissions, the Complaint alleges, include, among 
others, the following: 


A. The overstatement of Tolchin’s total inventory 
figures by between $325,752 and $1,755,168 from 1970 
to 1974; 


B. The overstatement of Tolchin’s total fixed assets 
figures by between approximately $1,000,000 and 
approximately $4,000,000 from 1970 to 1975; 
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C. The overstatement of Tolchin’s total capital by 
between $1,007,558 and approximately $4,000,000 fron) 
1969 to 1975; and 

D. The failure to state the actual net loss and the true 
reason for such loss incurred by Tolchin in its fiscal year 
1975. 


In addition, the Complaint alleges that M. Tolchin and 
Schreiber knew or should have known that the 
inaccurate consolidating ur consolidated financial state- 
ments of Tolchin: 


A. Were included in the periodic reports for the period 
1970 to 1975 which were filed with the Commission and 
the NSE or the AMEX at a time when the common stock 
of Tolchin was being publicly traded on the NSE or the 
AMEX; 


B. Were submitted to banks, insurance companies and 
other lending institutions which resulted in the 
granting of loans to Toichin totalling at least $17 million 
during the period 1969 to 1975; 


C. Gave the false appearance of a company whose net 
worth was consistently increasing from 1969 to 1975; 


D. Reflected net earnings from 1970 to 1974 when, in 
fact, Toichin has incurred losses or barely broken even 
during the period; and @ 


E. Concealed the fact that Tolchin’s total inventory 
figures had been overstated in its financial statements 
for fiscal years 1970 to 1974. 


Concurrent with the filing of the Complaint, defendants 
Tolchin, M. Tolchin and Schreiber consented, without 
admitting or denying the substantive allegations 
contained in the Complaint, to the entry of judgments 
or permanent injunction, prohibiting further violations 
of the anti-fraud, reporting, and proxy provisions of the 
Securities Act of 1933 and the Securities Exchange Act 
of 1934. 


In addition to the injunctive releif against Tolchin, the 
consent judgment provides that Tolchin shall direct its 
independent auditors to review its books and records 
and, if possible, restate, within one year from the date 
of entry of the consent judgment, the financial 
statements contained in its annual reports on Form 
10-K which were filed with the Commission and the 
national securities exchanges during the period August 
31, 1970 through August 31, 1975. 


Further, the consent judgments as to M. Tolchin and 
Schreiber provide that, for a period of two years from 
the date of entry of the consent judgments, they shall 
not engage in any action, through the voting of thei 
shares or otherwise, either to alter the obligations of 












Tolchin with respect to the restatement of ‘its financial 
tatements for the period 1970 to 1975, or to dissolve 
olchin’s existing directors audit committee or alter its 

membership without first obtaining the prior written 

consent of the Commission’s New York Regional Office 


staff. 





Litigation Release No. 8101/September 6, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
WILLIAM R. LUMMIS, ET AL., 

Administrators of the Estate of Howard R. Hughes, et 
al., (N.D.Cal., Civil No. C-75-0589 AJZ) 


The Securities and Exchange Commission announced 
today that on August 19, 1977, the Honorable Alfonso 
J. Zirpoli, United States District Judge for the Northern 
District of California issued a Final Order against 
défendant Patrick J. Hillings permanently enjoining 
him from violating the proxy provisions of the 
Securities Exchange Act of 1934. 


The Court further ordered Mr. Hillings to appear at any 
trial or hearing in this case, upon request of counsel for 


ithout requiring that a valid subpoena be served upon 
him compelling his appearance at such trial or hearing. 


@:: Commission, as if he were still a party to the action 


Mr. Hillings consented to entry of the Final Order 
without admitting or denying the substantive allega- 
tions of the Commission’s complaint. 


For further information, see Litigation Release No. 
6802. 





Litigation Release No. 8102/September 6, 1977 


UNITED STATES OF AMERICA, EX REL. SECURI- 
TIES AND EXCHANGE COMMISSION v. JOHN A. 
SYPHERS, 

Cr 77-15-PHX-WPC (D. Ariz.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, and Michael D. Hawkins, United States 
Attorney for the District of Arizona, announced that on 
June 24, 1977 John A. Syphers (‘‘Syphers’’) of Salt 
Lake City, Utah, entered a plea of guilty to criminal 
contempt and that on August 16, 1977 the Honorable 


@: P. Copple of the United States District Court 


for the District of Arizona imposed a $500 fine on 
Syphers. 


Syphers was charged with wilfully violating and 
disobeying an order of permanent injunction issued by 
Judge Copple on March 24, 1974, enjoining Syphers 
from violating the registration and anti-fraud provisions 
of the federal securities laws in connection with the 
securities of Techni-Culture, Inc., or any other 
securities. SEC v. TECHNI-CULTURE, INC., ET AL., 
Civil Action File No. 73-473-PHX-WPC. In the instant 
action Syphers was charged with engaging in conduct 
violative of this injunction. Specifically, he was charged 
with improperly removing restrictive legends from the 
securities of Tucker Drilling Company, Inc. in vioaltion 
of the registration provisions of the Securities Act of 
1933. 





Litigation Release No. 8103/September 7, 1977 


U.S. v. YIDDY BLOOM ET AL. 
(E.D. Pennsylvania, Criminal Action No. 77-383) 


Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Administrator (Philadelphia), of 
the Washington Regional Office of the Securities and 
Exchange Commission and Joel M. Friedman, Attorney 
in Charge of the Philadelphia Strike Force on Organized 
Crime, Department of Justice, announced that on 
September 6, 1977, a federal grand jury sitting in 
Philadelphia, Pennsylvania, returned a thirty-one (31) 
count indictment against Yiddy Bloom of Miami Beach, 
Florida, areal estate investor and hotel owner; his son, 
Jerrold Bloom of Coral Gables, Florida, a former 
securities salesman in Miami Beach, Florida; Jack 
Silbiger of Shawnee Mission, Kansas; Abraham 
Salaman of Philadelphia, Pennsylvania, former Presi- 
dent of Delphi Capital Corporation; Ira Ingerman of 
Narberth, Pennsylvania, President of Magic Marker 
Corporation, and former Chairman of the Board of 
Delphi Capital Corporation; Burton Dubbin of Miami 
Beach, Florida, Secretary-Treasurer and a controlling 
person of Casa Bella Imports, Inc.; Albert London of 
Lincroft, New Jersey, former floor broker on the 
National Stock Exchange; Bernard Cronin of Magnolia, 
Massachusetts, former securities salesman in Wash- 
ington, D.C.; Robert Street of Brooklyn, New York, 
former securities salesman in Washington, D.C.; 
Robert Knoth of North Palm Beach, Florida, former 
securities salesman in North Palm Beach, Florida; 
Michael Rekoon of Cranford, New Jersey, a former 
securities trader in New York City; Joseph Patrick of 
Glenside, Pennsylvania, a former trader and securities 
salesman in Philadelphia, Pennsylvania; Myron Free- 
man (also known as Mickey Freeman) of Annapolis, 
Maryland; and Joseph DeLoge of St. Petersburg, 
Florida, former securities trader in Montgomery, 
Alabama. The above named defendants were charged 
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with securities fraud, mail fraud and conspiracy to 
violate the federal securities laws and mail fraud 
statutes. 


Named as unindicted co-conspirators were nine other 
persons including former National Stock Exchange 
personnel, former securities salesmen, former stock 
brokerage firm personnel, a former editor of an 
investment advisory publication, and a corporate 
president. 


The indictment alleges that the defendants and co-con- 
spirators, conspired in 1971 and 1972 to manipulate the 
common stock of Magic Marker Corporation, a security 
then traded on the National Stock Exchange and 
over-the-counter. 


The indictment also alleges a manipulation in 1972 by 
certain of the defendants of the common stock of Casa 
Bella Imports, Inc., a publicly owned company, the 
common stock of which was traded over-the-counter. 





Litigation Release No. 8104/September 7, 1977 


U.S. v. HARVEY BIRDMAN, ET AL. 
(E.D. Pennsylvania, Criminal Action No. 77-382) 


Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Administrator (Philadelphia), of 
the Washington Regional Office of the Securities and 
Exchange Commission and Joel M. Friedman, Attorney 
in Charge of the Philadelphia Strike Force on Organized 
Crime, Department of Justice, announced that on 
September 6, 1977, a federal grand jury sitting in 
Philadelphia, Pennsylvania, returned a twenty-five (25) 
count indictment against Harvey Birdman of Elkins 
Park, Pennsylvania, President of Uni-Shield Interna- 
tional Corporation; Bernard Cronin of Magnolia, 
Massachusetts, former securities salesman in Wash- 
ington, D.C.; Alan Hunter of Wyndmoor, Pennsylvan- 
ia, former securities salesman in Philadelphia; William 
Richman of Philadelphia, Pennsylvania, former self- 
employed financial consultant; Arthur Salaman of 
Wyncote, Pennsylvania; and Robert Street of Brooklyn, 
New York, former securities salesman in Arlington, 
Virginia. 


The action was the result of an extensive investigation 
by staff members of the Securities and Exchange 
Commission, U.S. Postal Service, and Internal Revenue 
Service under the direction of the Philadelphia Strike 
Force. 


The indictment charged all of the above named 
defendants with conspiracy to violate federal securities 
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and mail fraud statutes. Birdman, Cronin, Hunter, 
Salaman and Street were also charged with violating 
and aiding and abetting the violation of antifrau 
provisions of the federal securities laws and mail fraud 
statutes. Birdman was also charged with violating the 
ownership reporting requirements of the federal 
securities laws. Also named as unindicted co-conspira- 
tors were two former securities salesmen. In the 
indictment it was alleged that Birdman and the other 
defendants and co-conspirators conspired in 1972 and 
1973 to manipulate the price of the common stock of 
Uni-Shield International Corporation. At the time, the 
corporation had registered securities with the Commis- 
sion and its common stock was listed on the National 
Stock Exchange. 





Litigation Release No. 8105/September 7, 1977 


U.S. v. ALAN HUNTER 
(E.D. Pennsylvania, Criminal Action No. 77-381) 


Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Administrator (Philadelphia), of 
the Washington Regional Office of the Securities and 
Exchange Commission and Joel M. Friedman, Attorney 

in Charge of the Philadelphia Strike Force on Organized 
Crime, Department of Justice, announced that on 
September 6, 1977, a federal grand jury sitting in 
Philadelphia, Pennsylvania, returned a two (2) count 
indictment charging Alan Hunter of Wyndmoor, Penn- 
sylvania, with federal income tax violations relating to 
his former employment as a securities salesman at 
Delphi Capital Corporation, a former Philadelphia stock 
brokerage firm. 





Litigation Release No. 8106/September 8, 1977 


UNITED STATES v. ROBERT C. DRUCKER, 77 Crim. 
596 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’), and Robert B. Fiske, 
Jr., United States Attorney for the Southern District of 
New York announced that on August 11, 1977 a federal 
Grand Jury sitting in the United States District Court 
for the Southern District of New York returned an 
eighteen count indictment charging Robert C. Drucker 
(‘‘Drucker’’) with embezzling more than $200,000 from 

mutual funds for which his company, DK & '@ 
Management, Inc. (‘‘DK & B’’), acted as investment 
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adviser. 


he indictment alleges that in 1972, at a time when 
Drucker was a principal in the brokerage firm 
of Commonwealth Chemical Securities, Inc. (“Com- 
monwealth’’), he acted as an underwriter for a public 
offering of stock of Beneficial Labs, Inc., (‘‘Benefi- 
cial’’), a Long Island operator of drug stores. Drucker 
then engaged in a manipulative scheme to artificially 
inflate the price of this stock and afterwards, sold large 
blocks of Beneficial stock to the Vanguard Fund and the 
New York Hedge Fund, two Manhattan based mutual 
funds for which Drucker acted as an investment adviser 
through DK & B. 


If convicted of the charges in the indictment, Drucker 
could receive a maximum sentence of 84 years in jail 
and a fine of $180,000. 


In a prior related civil action entitled SEC v. Common- 
wealth Chemical Securities, Inc., et al., 74 Civil 
1984 (LFM), on September 30, 1976, a judgement 
was entered in the United states District Court for the 
Southern District of New York permanently enjoining 
Drucker, Julius Kleinman (‘‘Kleinman’’) (an unindict- 
ed co-conspirator in the subject criminal action), 
Commonwealth, DK & B, and others from further 
violations of various provisions of the Securities Act of 


1934 (‘‘Exchange Act’’), the Investment Company Act 
of 1940, and the Investment Advisers Act of 1940. In 
addition, the Court ordered the defendants to disgorge 
an aggregate total of $405,541 in illegal profits ob- 
tained from trading the securities of Beneficial. 
Drucker personally was ordered to disgorge a total of 
$173,475 plus interest to be computed at a rate of six 
percent per annum from March 2, 1973 to the date of 
payment (See Litigation Releases No. 7348 and No. 
7643). 


a 933 (‘‘Securities Act’’), the Securities Exchange Act of 


In addition, Drucker was previously the subject of two 
administrative proceedings instituted by the Commis- 
sion (In the Matter of Commonwealth Chemical 
Securities, Inc., et al., Adm. Pro. File No. 3-4538, and 
In the Matter of S.J. Salmon & Co., Inc. et al., Adm. 
Proc. File No. 3-4556). In disposition of these 
proceedings, the Commission found, based on an offer 
of settlement, that Drucker, Kleinman, and Common- 
wealth wilfully violated Section 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 
10b-5 promulgated thereunder, and that Common- 
wealth wilfully violated and Drucker and Kleinman 
wilfully aided and abetted violations of Sections 15(c)(5) 
and 17(a) of the Exchange Act and Rules 17a-3 and 
17a-4 thereunder. The sanctions imposed were that the 
broker-dealer registration of Commonwealth was 


from association with any broker, dealer, investment 
company or investment adviser, with the proviso that, 


Qin and that Drucker and Kleinman were barred 


after two years from the date the sanctions were 
entered, each may apply to the Commission to become 
so associated in a non-supervisory capacity upon a 
proper showing of supervision (See Securities Ex- 
change Act Release No. 11782, November 3, 1975). 


On June 16, 1976, the Commission instituted a second ° 
civil injunctive action against Drucker, among others, 

entitled SEC v. Robert C. Drucker, et al., 76 Civil 2643 

(MEL). In that action, the Complaint alleges that the 

defendants participated in a scheme to sell unregister- 

ed Beneficial common stock in vioaltion of Section 5 of 

the Securities Act. It also alleges that Drucker engaged 

in ascheme to artificially raise and maintain the price of 

Beneficial’s common stock by manipulating the 

over-the-counter trading market for that security. The 

Commission’s Complaint seeks permanent injunctions 

against the defendants and ancillary relief against 

Drucker in the form of a Court order requiring Drucker 

to sever all relationships with Beneficial and to file with 

the Court and the commission beneficial ownership 

reports in connection with Drucker’s holdings of 

Beneficial securities. On November 26, 1976, the Court - 
issued an Order of Preliminary Injunction enjoining - 
Drucker and the four other defendants from, directly or 
indirectly, violating the registration and anti-fraud 
provisions of the federal securities laws (See Litigation 
Releases No. 7461 and No. 7724). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Litigation Release No. 8107/September 8, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
WILLIAM R. LUMMIS, ET AL., 

Administrators of the Estate of Howard R. Hughes, et 
al., (N.D. Cal., Civil No. C-75-0589 AJZ) 


The Securities and Exchange Commission today 
announced that on August 9, 1977, the Honorable 
Alfonso J. Zirpoli, United States District Judge for the 
Northern District of California issued a Judgment of 
Permanent Injunction against defendant David B. 
Charnay permanently enjoining him from violating the 
anti-manipulative provisions of the Securities Exchange 
Act of 1934 and the anti-fraud provisions of the 
Securities Act of 1933 and the Securities Exchange Act 
of 1934. 


Additionally, the court ordered Mr. Charnay to pay to 
the Clerk of the Court, within ten (10) days of the date 
of the order, $19,500 in satisfaction of the Commis- 
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sion’s request for disgorgement; or, in the alternative, 
if within the said time period Mr. Charnay pays the said 
$19,500 to the plaintiffs in related private litigation (See 
In Re Air West Securities Litigation, MDL 177 and Civil 
Actions No. C-74-2475, C-75-0945, U.S.D.C., N.D. 
Calif.) such payment shall be deemed to have been also 
paid in the Commission’s action in satisfaction of any 
and all requests for disgorgement of benefits which the 
Commission has or may have against him arising out of 
the matters alleged in its complaint in this action. 


The Court further ordered Mr. Charnay to appear at 
any trial or hearing in this case as if he were still a party 
to the action, without his requiring that a valid 
subpoena be served upon him, upon forty-eight hours 
notice by the Commission to his counsel of the 
Commission’s desire for his attendance at such trial or 
hearing. 


Mr. Charnay consented to the foregoing without 
admitting or denying the substantive allegations in the 
Commission’s complaint. 


For further information, See Litigation Release No. 
6802. 





Litigation Release No. 8108/September 8, 1977 


S.E.C. v. Administrative Associates, Inc., et al. 
(Western District of Washington, Civil Action No. C 
76-770 S) 


Jack H. Bookey, Reginal Administrator of the Seattle 
Regional Office of the Securities and Exchange 
Commission announced that on August 31, 1977 
decrees of permanent injunction were entered against 
Administrative Associates, Inc. (AAI), a Washington 
corporation and Thomas D. Price of Norman, Okla- 
homa, president and a director of AAI, enjoining them 
from further violations of the Investment Advisers Act 
of 1940. AAI and Price consented to the entry of 
decrees of permanent injunction without admitting or 
denying the allegations of the complaint. 


The Commission’s complaint alleged that AAI, aided 
and abetted by Price and Dale E. Brinkman, an officer 
and director of AAI, violated the registration and 
anti-fraud provisions of the Investment Advisers Act of 
1940 in connection with AAI’s business of administer- 
ing retirement plans for members of the public. 
Brinkman had previously consented to the entry of a 
decree of permanent injunction against him. 


AAI stipulated that it would return all funds, securities 
and other property of advisory clients within its custody 
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or possession or within the custody or possession of its 
officers and filed an itemized acocunting of all suct@) 
funds and securities. Further, Price stipulated that he 
would make payment in cash to two advisory clients for 
losses reflected in their accounts. 


For further information, see Litigation Release No. 
7654. 





Litigation Release No. 8109/September 8, 1977 


UNITED STATES v. R.J. ALLEN, ET AL. 
(S.D. Fla., No. 77-6010-CR-SMA) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, William Nortman, Associate Regional Adminis- 
trator of the Miami Branch Office of the Securities and 
Exchange commission, and Vincent Antle, Acting 
United States Attorney for the Southern District of 
Florida today announced that at Miami, Florida, in July 
15, 1977, Robert J. Allen pleaded guilty to three counts 
of an indictment returned against him on February 24, 
1977. Those counts charged him with violations of the 
mail fraud and conspiracy statutes, as well as the 
anti-fraud provisions of the Securities Act of 1933. 


On September 1, 1977, the Honorable siamo 
Aronovitz, United States District Judge for the 
Southern district of Florida, sentenced Robert J. Allen 

to imprisonment for the term of forty two months on 
each Count, the terms to run concurrently. He is to be 
confined at the Texas Department of Correction, where 

he is presently serving a five year sentence for a fraud 
conviction. 


This cirminal case followed the Commission’s civil 
injunctive action in SEC v. R.J. ALLEN & ASSOCI- 
ATES, INC. (S.D. Fla., Civil Action No. 74-1273-ClV- 
CF) 
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of the Commission’s staff concerning disclosure to be 
made by registrants when their financial statements 
filed with the Commission are potentially affected by 
the FASB’s Exposure Draft, ‘‘Financial Accounting and 
Reporting by Oil and Gas Producing Companies.’’ It is 
the staff’s position that disclosure should include an 
indication of the estimated general magnitude of the 
potential impact on earnings and shareholders’ equity 
by registrants whose financial statements would be 
substantially changed if the proposals presented in the 
FASB Exposure Draft are adopted. 


) : SUMMARY: This interpretation described the position 


EFFECTIVE DATE: Immediately. 


FOR FURTHER INFORMATION CONTACT: Richard 
C. Adkerson, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capital Street, 
Washington, D.C. 20549 (202-755-1671). 


SUPPLEMENTARY INFORMATION: The statements 
in the Bulletin are not rules or interpretations of the 
Commission nor are they published as bearing the 
Commission’s official approval; they represent inter- 
pretations and practices following by the Division of 
Corporation Finance and the Office of the Chief 
Accountant in administering the disclosure require- 
ments of the Federal securities laws. 


September 1, 1977 


George A. Fitzsimmons 
Secretary 
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The staff hereby adds Topic 10-I regarding disclosure of 
the potential impact of the FASB’s proposed Statement 
of Financial Accounting Standards, ‘‘Financial Ac- 
counting and Reporting by Oil and Gas Producing Com- 
panies.”’ 


TOPIC 10: MISCELLANEOUS DISCLOSURE 


* * * * * 


|. Disclosure Regarding the FASB Exposure Draft, 
‘*Financial Accounting and Reporting by Oil and Gas 
Producing Companies.’’ 


Facts: 
J & On July 15, 1977, the Financial Accounting Standards 
Board issued an exposure draft of a proposed State- 


Ce i EE 


ment of Financial Accounting Standards, entitled 
“Financial Accounting and Reporting by Oil and Gas 
Producing Companies’’ (the ‘‘FASB Exposure Draft’’). 
The potential inipact of the proposed standards on the 
financial statements of some registrants is significant. 
For some registrants, application of the proposed 
standards may result in net income for current and 
prior periods being substantially reduced or changed to 
net losses and shareholders’ equity likewise being 
substantially reduced or changed to a deficit. 


The FASB Exposure Draft proposes, among other 
matters, the following: 


1. All companies engaged in oil and gas production 
would be required to adopt a prescribed form of the 
successful efforts method of accounting for exploration 
and development costs. 


2. FASB Statement No. 9, ‘‘Accounting for Income 
taxes—Oil and Gas Producing Companies,’’ would be 
superseded; and comprehensive interperiod income tax 
allocation by the deferred method would be required for 
all exploration and development costs. 


3. Accounting treatment is proposed for specific types 
of mineral property conveyances and various types of 
related transactions. 


4. Accounting changes to conform to the new 
standards would be made retroactively by restating the 
financial statements of prior periods. 


5. The proposed standards would become effective for 
financial statements for fiscal years beginning after 
June 15, 1978. 


Question: 


What disclosure concerning the FASB Exposure Draft 
should be made in filings with the Commission? 


Interpretive Response: 


The staff believes the following data relating to the 
FASB Exposure Draft should be disclosed in the 
footnotes of the financial statements of registrants 
which would be materially affected if the standards are 
adopted: 


1. A general statement of the existence of the FASB 
Exposure Draft and its relationship to the registrant’s 
current accounting policies. 


2. A statement that the registrant would or may, as 
appropriate, be required to restate its current and 
previously issued financial statements, if the provisions 
of the FASB Exposure Draft are adopted as proposed. 


SEC DOCKET/57 





= 4 





’” 3. A quantification of the general magnitude of the 


estimated potential effects on reported shareholders’ 
equity and on earnings from applying the proposed 
provisions of the FASB Exposure Draft. 


. - 4. A discussion of significant implications, if any, that 


adoption of the standards proposed by the FASB would 
have on the registrant’s dividend policy and on its 
ability to comply with covenants in its debt or other 
agreements, such as those involving debt/ equity ratios 


'~ and restrictions on additional financing and asset 
.. acquisitions. 


The staff recognizes the significant data accumulation 
problems faced by some registrants in estimating the 
effects of applying the standards proposed by the 
’ FASB. In addition, the staff is aware that differences of 
opinion may exist in interpreting certain provisions of 
the FASB Exposure Draft and that changes may be 
adopted by the FASB in its final statement. Neverthe- 
less, the significance of the FASB Exposure Draft to 
certain registrants’ financial statements is such that a 
general indication of the magnitude of the effects of 
‘ applying the proposed standards may be required to 


~ preclude the possibility of the financial statements 


being considered misleading. 


The staff does not expect the estimates disclosed to be 
stated as precise amounts. It would consider acceptable 
descriptions in terms of broad ranges or percentages. 
Moreover, the staff recognizes that registrants’ esti- 


“mates may be subject to revision based on information 


obtained in subsequently compiling the data for 
restating their financial statements, subsequent 
changes in interpreting the provisions of the FASB 
Exposure Draft, and changes by the FASB to the 


proposed standards in its final statement. Disclosure of 
the estimated impact should include qualifications ror) 
these or other matters, as appropriate. 


The disclosure discussed at Item 3 above may be made 
outside the financial statements, such as in Manage- 
ment’s Discussion and Analysis of the Summary of 
Operations. In these cases, the financial statement 
disclosures (Items 1, 2, and 4) should include a 
reference to the location in the filing where the Item 3 
disclosure is made. 


The staff believes that, when practicable, these dis- 
closures should be included in all filings with the 
Commission which contain financial statements of a 
registrant, including summarized financial statements 
in Forms 10-Q. The staff recognizes that, in many 
cases, compiling the data for the disclosure relating to 
the magnitude of the estimated impact on net income 
and shareholders’ equity may not be practicable for 
quarterly filings in 1977. In such cases, registrants 
should disclose the information described at Items 1, 2, 
and 4 above and indicate the reasons for not providing 
the Item 3 information. 


The staff believes that registrants should include all the 
information discussed above in registration statements 
and annual reports filed with the Commission. 


Furthermore, the staff believes that registrants will ' 


have had sufficient time to compile the data necessary 
to make all of the disclosures discussed above in 
quarterly reports filed after December 31, 1977. If 
developing the information for periodic reports filed 
with the Commission causes an undue hardship on a 
registrant, the registrant should discuss its circum- 
stances with the staff. 
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